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ASSESSING FEDERAL SMALL BUSINESS AS-
SISTANCE PROGRAMS FOR VETERANS AND
RESERVISTS

WEDNESDAY, JANUARY 31, 2007

UNITED STATES SENATE,
COMMITTEE ON SMALL BUSINESS AND
ENTREPRENEURSHIP,
Washington, DC.

The Committee met, pursuant to notice, at 10:07 a.m., in room
SR-428A, Russell Senate Office Building, The Honorable John F.
Kerry (Chairman of the Committee) presiding.

Present: Senators Kerry, Tester, Snowe, Thune, and Isakson.

OPENING STATEMENT OF THE HONORABLE JOHN F. KERRY,
CHAIRMAN, SENATE COMMITTEE ON SMALL BUSINESS AND
ENTREPRENEURSHIP, AND A UNITED STATES SENATOR
FROM MASSACHUSETTS

Chairman KERRY. The hearing will come to order.

I know Senator Isakson wants to introduce one of the witnesses
on the second panel, but he is unable because of a conflict. We ac-
tually just both left Secretary Kissinger over at the Foreign Rela-
tions Committee, where we are having ongoing hearings on the war
in Iraq. But needless to say, this is a very important outgrowth of
that war that we are here to consider today, and so I am grateful
to all the witnesses for coming to share in that.

This hearing is important to me personally, and I am glad to be
able to be in a position to be able to hold it. Hello, Senator Snowe.
I think it is important to every Member of this Committee. I think
all of us really are grateful beyond words to those who are serving
our country under the most difficult of circumstances. You know,
we make some important promises to people who put on the uni-
form of our country.

I know that when I served back in the late 1960s in a very con-
troversial war and a very divided country, veterans were not par-
ticularly treated well. They came back to a country that really
didn’t value their service and couldn’t have cared less in many
ways in many parts of the country. But that scar, that impact was
lasting and we saw an awful lot of impact on the ability of the
armed forces. It took longer for the armed forces to sort of come
back and be able to keep the promises and convince people that
they would keep the promises. And part of that was due to the
level of unemployment and the difficulty a lot of veterans had in
reintegrating into society.
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One of the promises we—I am not going to spend a lot of time
going through it all except to say that one of the promises we all
made ourselves after that was that never again were we going to
allow that to happen, and it was critical. And I think that the
country ought to be very proud right now of most of the ways in
which the troops are receiving support. There is an incredible sense
of national gratitude and incredible welcoming that goes on. In
Maine, you have these greeters who send people off and welcome
them home. It is really quite remarkable. There are a lot of other
manifestations of this feeling in the country of gratitude. Just yes-
terday, or the day before down in Texas, they opened an incredible
rehab center, which I might add was put together by private fund-
ing rather than taxpayer dollars, which is its own statement about
some of the things we are and aren’t choosing to do.

What I want to make certain is that whatever is under my juris-
diction, we are going to pay attention to and make sure is done,
and this Committee is under that jurisdiction and there are man-
dates with respect to veterans within the small business world and
we want to make sure that those mandates are met.

As we sit here today, there are more than 128,000 of our men
and women who are in Iraq and another 21,500 in Afghanistan.
They are doing their duty because they are committed to serving
our country. We need to do our duty, which is to serve them in
keeping our promises that we have made to them. They are part
of a long line of men and women who have been called to serve
their country, from the Revolutionary War until today. The only
thing that they ask of us is that we keep our promises, we support
flhem while they are there, and we support them when they come

ome.

The reason this hearing is timely is that at last count, more than
22,000 of our military personnel had been wounded in combat. Fur-
thermore, there are more veterans returning each day because of
the War on Terror. Eight-hundred-thousand veterans were dis-
charged between 2002 and 2005. We need to ensure that these
folks have a secure financial future, that they don’t come back to
a country that somehow in one way or another, inadvertently or
sometimes through negligence or other ways, spurns them.

The treatment of our troops ultimately affects our country’s abil-
ity to be able to recruit troops in the future and to retain those who
are already trained and serving. This hearing is an attempt to en-
sure that we are doing all that we can.

We want to find out what agencies are doing to meet their obli-
gation to veteran business owners and how they can be more effec-
tive in those efforts. We are not trying to do this in a sort of
“gotcha”-slash retributive way. We really just want to see what can
we do to help those Reservists and Guardsmen who are small busi-
ness owners keep the doors open when they are deployed.

I have talked to a lot of folks, some of whom had to shut their
businesses, some of whom have been recalled, enough that when
they came back and thought they got it going again, all of a sud-
den, they have to interrupt that process. It is particularly expen-
sive and costly to them and in many ways demoralizing to them.

There are presently 3 million veteran small business owners. In
addition, 22 percent of the veterans in the United States are either
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purchasing or starting a new business or considering purchasing or
starting one. The facts tell us that we need resources to help those
veterans in many cases, disabled veterans and Reservists, as they
open and maintain small businesses.

This hearing is going to look at the Government’s response to
supporting services to disabled veterans who want to start those
small businesses or who have started them. Service-disabled vet-
erans are regrettably growing in number. We now have the most
we have seen since Vietnam. And unemployment for the recently
discharged veteran remains high, at 11.9 percent. That is more
than double the overall national unemployment rate of 4.6 percent.

We are also going to look at the strain that frequent and sus-
tained call-ups have had on our Guard and Reservists who are
small business owners. Over the past decade, the Department of
Defense has increased its reliance on the National Guard and Re-
serves. During the Persian Gulf War, they accounted for 46 percent
of our total forces. This has intensified since September 11, and in-
creased deployments are expected to continue. These call-ups hurt
small businesses and Reservist small business owners. So how to
mitigate the financial distress to Reservists who are fighting and
the small businesses who employ them is a question that we want
to address here today.

I have been working on legislation that I believe can help with
the strain of call-ups, and today, Senator Gordon Smith and I are
introducing the Active Duty Military Tax Relief Act of 2007, which
provides a tax credit to small businesses with less than 100 em-
ployees and the self-employed to help with the cost of paying the
salary of Reservist employees when they are called up for active
duty. So we try to mitigate against that disruption and cost. This
legislation provides an additional tax credit to help offset the cost
of hiring a temporary replacement employee so the business can
keep functioning.

Many Reservists who own their own business return to a busi-
ness that is floundering, so disruptive that it is like starting over
in some cases. That is a hell of a sacrifice to ask people to make
in addition to the time away from family and the risks that they
endure. So these tax credits, we hope, will help Reservists who own
their own business, hire temporary replacement folks when they
are called up, and mitigate against the impact.

In addition, it will include tax provisions to help ease the finance
burden that military families face because they have to borrow and
undertake other steps to try to survive.

Finally, we want to look at the problem of contracting. The Fed-
eral Government does more than $376 billion in purchasing, and
it did so in 2005 alone. Veterans only get the crumbs. Service-dis-
abled veterans get even less. The Federal Government has a goal
of 3 percent contracting with service-disabled veterans, but guess
what? They got less than 1 percent, .6 percent in 2005, which inci-
dentally is up from .383 percent in 2004. So obviously we are glad
to see it go from .383 to .6, but it ought to be at 3 or above. We
really need to understand what is so hard about doing business
with the men and women who have sacrificed so much for our
country.
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I know we can do better by these men and women and I hope
this hearing will help us identify what is working and see what we
can do better, and resolve all of us to make sure that we do. So
I thank the witnesses for their testimony here today and happily
turn to Senator Snowe.

OPENING STATEMENT OF THE HONORABLE OLYMPIA J.
SNOWE, A UNITED STATES SENATOR FROM MAINE

Senator SNOWE. Thank you, Chairman Kerry. I certainly com-
mend you for your first hearing as Chair to address a most critical
issue, particularly because our veterans and service-disabled vet-
erans are on the rise, as are the call-ups of the Guard and Re-
serves. We have to explore ways in which we can minimize the im-
pact on these courageous individuals and what the Government can
do. Certainly the Government can do much in terms of increasing
the opportunities when it comes to small businesses, whether they
work for small businesses or whether they own their own small
businesses. So it is absolutely crucial.

There is no question, when a Guard or Reserve is called up it can
be devastating to their own business, to their family, to the people
they employ, or to the surrounding community, and we need to ad-
dress and explore the government’s effectiveness and its ability to
make sure that the Federal small business and entrepreneurial
programs are available for these veterans and the service-disabled
veterans. These are critical resources that we have to make avail-
able so that they can maintain, grow, or start a small business.

So I appreciate your insights, because you obviously represent
critical agencies that can really have an impact on how we turn
around the contracting goals that Chairman Kerry spoke to, and I
am going to show a chart in a minute that will show what the
shortfalls are and how pronounced it is and why we have to do bet-
ter. Certainly, our veterans deserve to have it done better by the
Federal Government, so it is absolutely essential.

I welcome a constituent from Maine, Captain Ann Yahner, who
is the president of Pen Bay Media Company. In fact, I had the op-
portunity to tour that facility and see her innovative approach in
helping to meet the contracting goals for Federal buyers and meet-
ing contracting goals under the procurement program for veterans.
It is really a state-of-the-art facility, and in fact, it is a successful
woman-owned, service-disabled veteran-owned small business. She
is an example of the entrepreneurial spirit that has been brought
about by so many who have served in uniform, so I am pleased she
is going to be able to testify here today.

As Chairman Kerry indicated, there are more than 3.7 million
veterans who have taken on the challenge of owning their own
small business. So it clearly is in our economic interest to make
sure that they are able to be reintegrated into the mainstream of
our economy. It is a national interest and it should be our singular
goal to make sure that that can happen.

In my home State, in Bangor, Maine, at the Bangor Airport, they
have greeted every group of returning troops from the front. They
did that in the Persian Gulf War and they are doing it in the Iraq
War and the Afghanistan War. It doesn’t matter what time of day,
they are there to greet the troops on the ground at the airport.
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My State has had one of the highest Guard and Reserve deploy-
ments in Iraq and Afghanistan. In fact, 50 percent of the Guard
and Reserve have been deployed either to Iraq or Afghanistan. So
it has had a singular impact on a very small State.

Back in 2003, I commissioned a CBO report which found that 35
percent of the Guard and Reservists worked for small businesses
or are self-employed. In addition, the small businesses that employ
them obviously bear a disproportionate share of the burden of in-
creased Guard and Reservist call-ups, which is happening, as we
well know, and a change in policies at the Department of Defense
is making our country increasingly reliant on the Guard and Re-
serves, both for Iraq and Afghanistan. So the burden is further
magnified when a small business owner happens to be a key em-
ployee or the owner and happens to be deployed. Obviously, all
combinations have had a unique impact.

I have introduced several initiatives that have been supported by
the Committee that were actually part of the reauthorization that
we enacted here in the Committee unanimously and also supported
by the full Senate. Unfortunately, it wasn’t passed in the House of
Representatives, but there are two initiatives that I think go to
some of the fundamental issues.

One, of course, is doubling the funding for the SBA’s Office of
Veterans Business Development. That is absolutely crucial because
it is at static funding of $750,000 for the last 5 years. And I also
introduced the Patriot Loan Act to the Military Reservists Eco-
nomic Injury Disaster Loan, which gives these loans top priority
processing. But in addition to that, it allows loans up to £25,000
without requiring collateral as another way of easing the process
and providing them with much-needed assistance.

Finally, on the issue of Federal contracts and subcontracts, which
is disturbing in terms of the fact that no agency has met the min-
imum 3 percent goal of contracting in 2005. That is unfortunate for
firms that are owned by service-disabled veterans, so that the
agencies have not accomplished that goal. In October of 2004, the
President issued an Executive order again requiring the agencies
to achieve that goal, to lay out the steps in order to accomplish it,
and to increase and to maximize the efficiencies of these agencies
in order to make sure that the 3 percent goal is met. That hasn’t
happened. As a result, we have seen that our veterans have been
shortchanged by $7.5 billion in fiscal year 2005 alone.

Now, I understand that the preliminary data for 2006 shows that
agencies have met this goal. I am concerned from what I hear that
these numbers may have been achieved due to the fact that large
contractors are actually receiving the contracts that are targeted
for small business. So that would be disturbing if, in fact, that is
true and that is the case, and that is something I would also like
to ask you about here today.

So we can get serious about making sure we meet these goals,
and if you look at this chart, let me just show you for a moment,
because I see where the 3 percent required agency goal is, and
where the shortfalls are. You can see from 2003, 2004 and 2005.
VA has obviously come up considerably in that time, but we have
a long ways to go in meeting the 3 percent goal by both the SBA
and the Department of Defense and even the Veterans Administra-
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tion1 has come up, but obviously still is not meeting the 3 percent
goal.

So I think it is important for us to understand that where we are
seeing the shortfalls that exist as a result, and so I think that sort
of illustrates the problems we are facing. But this should be one
easy way of helping our veterans and our service-disabled veterans
in particular who own small businesses. So I hope we can get to
the bottom of that today in this hearing.

Again, Chairman Kerry, I thank you very much.

[The charts referred to by Senator Snowe in the above para-
graphs follow:]
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Chairman KERRY. Senator Isakson, thanks so much for being
here. I know you want to introduce your Georgia constituent.

OPENING STATEMENT OF THE HONORABLE JOHNNY ISAKSON,
A UNITED STATES SENATOR FROM GEORGIA

Senator ISAKSON. Thank you very much, Mr. Chairman. Like
you, I am on the Foreign Relations Committee, so will be going
back and forth, and I apologize to the first panel if I jump up and
leave before you testify, but I have to get back there for a few min-
utes before I return back here.

But when the Chairman’s staff notified the Members of this
hearing, which I commend him on holding, and asked if we had
any suggestions on individuals that might be good to testify, I im-
mediately jumped at the opportunity to call Ted Daywalt, my
friend and my neighbor in Georgia, who is going to appear on the
second panel with the lovely lady from the prettiest town in North
America, Camden, Maine, I might add. I did that for Madam
Snowe, to let her know I was paying attention.

[Laughter.]

Senator ISAKSON. Ted Daywalt is uniquely qualified to testify at
this hearing. He retired from the Navy after 30 years of active and
reserve duty as an intelligence officer. He served our country as an
intelligence officer in London, the Middle East, and in Africa in his
years of active duty employment. In 1999, Ted founded a company
called Vetdobs. VetJobs has placed thousands of American veterans
in meaningful employment, I would guess—I haven’t asked Ted
this, but the vast majority, probably in excess of 80 percent of
those, in small businesses, maybe even more than that.

Vetdobs is a very unique company. It is a small business that
was recognized last year by the WEDDLE’s Users’ Choice Award
as one of the top 30 job placement sites on the Internet, out of
40,000 job boards on the Internet. I think that is a pretty out-
standing record.

I have watched Ted and his activities in our Chamber of Com-
merce and in our State of Georgia and his many trips to Wash-
ington to testify and advocate on behalf of employers and Reserv-
ists and active duty personnel who return to see to it that we have
meaningful employment for those veterans and that placement of
that employment is, in fact, as easy as possible. To serve that end,
Ted is the president of the Employers United for a Stronger Amer-
ica organization, whose sole purpose is to ensure that veteran
placement is important and that businesses and the needs of busi-
nesses who hire our veterans are understood.

He was recently published in the Military Times, and I have al-
ready read his statement that he will make today and I commend
it to all of you as an insightful statement on the current challenges
that face veterans, the current challenges that policies of the De-
partment of Defense place on employers and on veterans, and I
think his insight will be important to this Committee. I appreciate,
Mr. Chairman, the opportunity to introduce my good friend and a
great veteran of the U.S. Navy, Mr. Ted Daywalt.

Chairman KERRY. Thanks so much, Senator. We appreciate your
introduction and we appreciate your participation in the Com-
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mittee and your concern about this issue, so thank you very, very
much for that.

Senator ISAKSON. Thank you.

Chairman KERRY. Our first witness panel this morning is going
to feature testimony from various Federal agency representatives.
We are going to hear from Ms. Linda Oliver, the Acting Director
in the Office of Small Business Programs in the Department of De-
fense. Next, we will hear from Mr. Scott Denniston, the Director
of the Office of Small Business and Center for Veterans Enterprise
in the Department of Veterans Affairs. And finally on the first
panel, we will hear the testimony of Mr. William Elmore, the Asso-
ciate Administrator of the Office of Veteran Business Development
of the SBA.

If T could ask each of you, so that we have time to get to the
questions, if you could—your full testimony will be submitted into
the record as if read in full. We do ask you to try to summarize
in about 5 minutes or less, if you can, and that will give us time
for a little bit of exchange. Thank you for being here.

We will start off with Ms. Oliver. Thank you.

STATEMENT OF LINDA BITHELL OLIVER, ACTING DIRECTOR,
OFFICE OF SMALL BUSINESS PROGRAMS, OFFICE OF THE
SECRETARY, U.S. DEPARTMENT OF DEFENSE

Ms. OLIVER. Thank you very much, Chairman Kerry and Senator
Snowe, for inviting me to this hearing. I appreciate having the op-
portunity to testify about service-disabled veteran-owned small
business and their relationship to the Department of Defense, for
two reasons. One is because I am always happy to spread the word,
and the second reason is I do think we have good news stories.

A hearing is always very helpful, I think, to the people who are
working in the field because of the guidance we get, and I appre-
ciate the guidance we have gotten so far and look forward to the
guidance that will come out from the questions.

Senator Kerry, when you talked about never letting things get
the way they were after Vietnam in terms of how people felt about
veterans, I have to say I agree and that the people who have been
trying to keep our servicemen and veterans held in high esteem
have been mighty successful. As you probably know, in the Depart-
ment of Defense, we focus every day on what is good for the sol-
diers, sailors, marines, and airmen. The touchstone of all of our de-
cisions is, “Will it help them do their job better?”

In our personal careers, in our personal lives, the military mem-
bers are our colleagues, our brothers and sisters, our children, our
neighbors, and our friends. So when they transition from being
military members to becoming veterans, they don’t really leave the
family. And as a result, the Department of Defense—the people in
the Department of Defense in general, are very receptive to doing
business with veterans, and particularly with service-disabled vet-
eran-owned small businesses.

My testimony actually talks about our strategic plan, takes it
point by point. But rather than do that, I wanted to show you some
illustrations of what has resulted from our efforts in the Depart-
ment of Defense and with our strategic plan. Behind me is Frank
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Belaty. Frank? Frank is the vice president of Oak Grove Tech-
nology.

Chairman KERRY. Vice president of what?

Ms. OLIVER. The vice president of Oak Grove Technology. The
president of Oak Grove Technology, who was the service-disabled
veteran, is ill today. He sent along his vice president from South
Carolina. This is a wonderful and a representative company and it
is representative of the earlier crop of veterans. This is such a good
company that they have been nominated—they were the first com-
pany who came into the Mentor Protege Program, which was a re-
sult of Senator Snowe’s amendment to the Department of Defense
Mentor Protege Program—they were the first company in and they
have been nominated for the prestigious Nunn-Perry Award, which
will be awarded in March. We will see what happens with that.
They are a great company in terms of what they do professionally,
but they are also a really great company in terms of setting an ex-
ample to other service-disabled veteran-owned small businesses.

Oak Grove Technology actually is mentoring, sort of unofficially,
another small business, and that small business is owned by Dawn
Halfaker, who is also here. Dawn served in Iraq, lost her arm to
a rocket-propelled grenade, came back, teamed up with another
West Point graduate, has opened a small business that is a secu-
rity business which is just booming and is under the mentorship
of Oak Grove Technology.

Also here today is Tracy Reep. Tracy was also injured by a rock-
et-propelled grenade, a different one, in Iraq. He lost an eye and
part of a hand, was in the Texas National Guard, shut down his
business to go to Iraq when called up, came back, was rehabili-
tated, and has started a new business and, among other things,
sells product to Oak Grove Technologies.

My point of all of this is, the world has changed for veterans. It
is not like it was after Vietnam. They are loved and respected with-
in the Department of Defense and I don’t think this part is new—
are wonderfully helpful to each other, reaching down to help the
younger people.

That concludes my remarks and I am ready for questions.

Chairman KERRY. Thank you very much, Ms. Oliver. Thank you,
each of you, for coming in here today. We really appreciate it.
Thank you very, very much.

[The prepared statement of Ms. Oliver follows with attachments:]
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Linda B. Oliver

Acting Director, Office of Small Business Programs
Office of the Under Secretary of Defense
(Acquisition, Technology & Logistics)

U.S. Department of Defense

Service-Disabled Veteran-Owned Small Business

. Thank you for the opportunity to appear before you today to discuss the work of
the Department of Defense (DoD) in supporting the service-disabled veteran-owned
small business program. I am currently serving as the Acting Director of the Office of
Small Business Programs in the Department of Defense. We are proud of the work the
Department performs at every level in promoting small business development across the
United States. We are especially proud of the work we do to foster business
opportunities for our service-disabled veteran-owned small businesses. I am pleased to
join my colleagues today to share with you some of our plans, initiatives and
accomplishments.

The Service-Disabled Veteran-Owned Small Business Strategic Plan

On May 10, 2005 the DoD Office of Small Business Programs published a five-
year strategic plan to support increasing prime and subcontracting opportunities for
service-disabled veteran-owned small businesses. This strategic plan is updated annually
and includes six specific objectives.

The objectives are to: 1) increase the number of service-disabled veteran-owned
small businesses in the Central Contractor Registration (CCR); 2) increase training and
outreach to the defense acquisition community; 3) increase service-disabled veteran-
owned small business participation in the DoD Mentor-Protégé Program; 4) increase
subcontracting opportunities for service-disabled veteran-owned small businesses;

5) increase the ability of service-disabled veteran-owned small businesses to compete on
contracts requiring surety bonding; and 6.) foster and promote the use of teaming
agreements and joint ventures.

Each objective was designed to move us closer to reaching the 3% DoD goal for
contracting with service-disabled veteran-owned small businesses. To attain this goal the
Department would need to award approximately $6 billion annually (based on the current
rate of spend) in prime contracts to these entities.
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Objective 1: Increasing the Number of Service-disabled Veteran-owned Small
Businesses Registered in the Central Contractor Registration (CCR)

Since initial analyses of the service-disabled veteran-owned small business
supplier base was conducted, the number of firms who identified themselves as service-
disabled veteran-owned small businesses within the CCR system has increased from
2,175 (FY03) to more than 12,000 (FY06). These gains have been accomplished through
a focused campaign by the Department of Defense to identify, educate and register
service-disabled veteran-owned small businesses in partnership with Veteran Service
Organizations, Procurement Technical Assistance Centers and other Federal agencies. In
addifion, the Department continues to encourage service-disabled veteran-owned small
businesses to register in the CCR by offering on-site registration opportunities at
numerous national conferences and public events.

Objective 2: Increase Training and Outreach to the Defense Acquisition
Community

The DoD has continually trained the defense acquisition workforce on all aspects
of contracting with service-disabled veteran-owned small businesses with the intention of
increasing prime contract and subcontract awards to this group. Training opportunities
have included collaboration with Defense Procurement and Acquisition Policy, the
Defense Acquisition University (DAU), the military services, and other defense agencies.
For example, since the inception of the DAU web-based training module, more than
1,100 acquisition professionals have completed the course. Additionally, eight one-hour
training sessions were videotaped for internet access through DAU and the Veterans
Corporation at the Veteran’s Doing Business with DoD Conference in December 2006.
These videos will assist in further training the DoD acquisition community.

Objective 3: Increase Service-Disabled Veteran-Owned Small Business
Participation in the DOD Mentor-Protégé Program

The DOD Mentor-Protégé Program offers an opportunity for service-disabled
veteran-owned small businesses to partner, learn and grow with established DOD prime
contractors. As a result of the mentoring provided, these protégés become valued,
competitive additions to the Department’s supplier base. Service-disabled veteran-owned
small businesses became eligible to participate as protégés in the Spring of 2005. When
this program began three service-disabled veteran-owned small businesses participated,
and today we have 19 service-disabled veteran-owned small businesses with active DoD
mentor-protégé agreements.

Oak Grove Technologies was our first service-disabled veteran-owned small
business to enter into a DoD mentor-protégé agreement. Oak Grove Technologies
primarily provides information technology services to the Department of Defense and to
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its mentor. Oak Grove’s participation in the Mentor-Protégé Program has enhances the
company’s ability to win contracts and expand its capabilities. In fact, Oak Grove has
been so successful in the program that it has recently been nominated for the prestigious
Nunn-Perry Award in recognition of excellence in performance of its mentor-protégé
agreement.

Given successes like that of Oak Grove Technologies, we anticipate major prime
contractor mentors will continue to seek service-disabled veteran-owned small businesses
as protégés.

.Objective 4: Increase Subcontracting Opportunities with Service-Disabled
Veteran-Owned Small Businesses

A major opportunity for service-disabled veteran-owned small business owners
lies in subcontracting with DoD prime contractors and major subcontractors.
Subcontracting is often the initial opportunity for small businesses to participate in the
government contracting arena.

Service-disabled veteran-owned subcontracting goals are negotiated into DoD’s
major prime contractors’ and subcontractors’ subcontracting plans. Performance is then
measured against those goals. We have been actively working with our industry partners
to improve their subcontracting performance. Additionally, DoD’s Defense Contract
Management Agency has been working with our prime contractors to establish initiatives
that will identify and increase the number of service-disabled veteran-owned small
businesses in the pool of available subcontractors. As additional service-disabled
veteran-owned small businesses are identified and subsequently registered in the CCR,
and the number of service-disabled veteran-owned small businesses being mentored
under the DoD mentor-protégé program increases, we anticipate that the number of
service-disabled veteran-owned small businesses receiving subcontract awards will also
increase.

Objective 5: Increase Ability for Service-disabled Veteran-owned Small Businesses
to Compete on Contracts Requiring Surety Bonding

Approximately 15 percent of service-disabled veteran-owned small businesses
registered in the CCR provide construction and environmental remediation services
which require surety bonds. We have identified impediments for these service-disabled
veteran-owned small businesses to qualify for adequate surety bonding. These
impediments are burdensome application process, insufficient asset base, high costs and
associated fees.

DoD is discussing the matter through meetings with the Interagency Working
Group, the Army Corps of Engineers, and key stakeholders including the Office of
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Management and Budget, the Small Business Administration, Associated General
Contractors, and the surety industry and industry representatives.

Objective 6: Foster and Promote the Use of Teaming Agreements
and Joint Ventures

Teaming and joint venture agreements enhance the capacity and capability of
service-disabled veteran-owned small businesses. Over the past two years, we have
given presentations on teaming agreements and joint ventures at industry conferences and
public events across the United States.

Also, as we have provided training to our acquisition workforce, we have
emphasized teaming agreements and joint ventures as one strategy for service-disabled
veteran-owned small businesses to compete for DoD contracts. We have further
encouraged our acquisition workforce to advocate teaming and joint venturing in their
small business outreach and counseling efforts.

In addition, our Procurement Technical Assistance Centers provide counseling to
service-disabled veteran-owned small business owners on teaming agreements and joint
ventures. . .

Small Business Innovation Research

In addition to the strategic plan, the Department reaches out to small businesses
through the highly successful Small Business Innovation Research (SBIR) Program.
SBIR funds leading-edge research and development through qualifying small businesses.
Through this highly competitive program, 227 contracts were awarded to veteran or
service-disabled veteran-owned small business firms in FY05 and FY06 to develop
technologies needed by the Department. Of these, 23 were SDVOSBs.

ArmorWorks Inc. is just one example of a veteran-owned small-business that has
benefited from SBIR funding. Based on research and development conducted under
FY00 and FY03 SBIR contracts and additional follow-on research and development,
ArmorWorks Inc. developed high technology body armor plates for the Interceptor Body
Armor System using advanced ceramic materials. To date, the firm has supplied over
450,000 ceramic armor plates for personal protective use and developed additional armor
systems for aircraft, ships and ground vehicles.

Conclusion

The Department of Defense is aggressively working to support our véteran-owned
and service-disabled veteran-owned small businesses. We are increasing the number of
service-disabled veteran-owned small businesses in our central registration database. We
are continually educating these businesses on opportunities to succeed as well as
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educating the entire acquisition community on the use of service-disabled veteran-owned
small businesses in their prime contracts and subcontracts.

DoD has steadily increased the dollars awarded to service-disabled veteran-owned
small businesses since the development and implementation of the strategic plan in May
2005. We have increased prime contract awards from $513 million in FY04 to $1.1
billion in FY05 to $1.5 billion in FY06 (preliminary data).

In developing the strategic plan, our theory was that increases in the central
contractor registration, the Mentor-Protégé Program, training, outreach, subcontracting,
and teaming would yield concomitant increases in procurement awards. We
acknowledge that considerable work remains to attain the 3% goal. We also
acknowledge that the task ahead will not be accomplished in the near term. However, we
are making great strides in reaching out to and continually improving the performance of
service-disabled veteran-owned small businesses.

It is our honor to promote business opportunities for those who have served in the
defense of our Nation. I would be happy to answer any questions you and the Members
of the Committee may have. Thank you.
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Chairman KERRY. Mr. Denniston.
If T can get you to say a few words afterwards, you will be an

unexpected witness, if you are willing to.
Thanks. Go ahead, Mr. Denniston.

STATEMENT OF SCOTT F. DENNISTON, DIRECTOR, OFFICE OF
SMALL AND DISADVANTAGED BUSINESS UTILIZATION AND
THE CENTER FOR VETERANS ENTERPRISE, U.S. DEPART-
MENT OF VETERANS AFFAIRS

Mr. DENNISTON. Chairman Kerry, Ranking Member Snowe,
thank you so much for holding this hearing today. I am honored
to represent Secretary Nicholson and the dedicated workers in the
Department of Veterans Affairs who serve our veterans daily.

Based on our preliminary numbers, I am also pleased to report
that VA achieved 3.38 percent of our fiscal year 2006 dollars to
service-disabled veterans. We also spent approximately 6.35 per-
cent of our total procurement dollars to veteran-owned small busi-
nesses. Keep in mind that VA’s procurement budget in 2006 was
$10.3 billion.

Our Department has a work unit dedicated to supporting vet-
erans in business and those who want to become business owners.
This is the Center for Veterans Enterprise. This office has 17 em-
ployees, 13 of whom are veterans. Two of these veterans served in
Operation Iraqi Freedom. Permit me to introduce to you Mr. Omar
Morel, a proudly serving former Marine who saw duty in the Battle
of Ramadi, and also Tech Sergeant Patricia Gould, who serves with
the Maryland Air National Guard as an emergency medical techni-
cian. Since joining CVE in September 2005, she has also been de-
ployed to New Orleans, Bosnia, and just returned in January from
Iragq.

Our mission is to connect veterans with community resources
who will help them with their business development needs. I am
proud to report that our work is well received. Last September, the
Veterans Business Journal conducted its first readers’ survey. CVE
was voted the organization that provides the best support to vet-
erans in business. We appreciate this vote of confidence and will
strive to repeat this honor in 2007.

What did we do to deserve this distinction? First, we leveraged
VA'’s considerable resources to spread the word about entrepreneur-
ship opportunities for veterans. Once the veteran calls us, we de-
termine their needs. Then we refer most calls to a partner organi-
zation, such as the local Small Business Development Center, Vet-
eran Business Outreach Center, Procurement Technical Assistance
Center, or one of the corporate or government advocates for vet-
erans’ enterprise who have volunteered to assist veterans.

CVE maintains a robust Web portal which enables veterans to
quickly link to our partner organizations. We are grateful for the
generosity and resources of the Air Force and the Army’s Small
Business Program Offices. We have conducted road shows with the
Air Force and have been guests on their cable television program
several times. With the Army, we have twice co-sponsored the Na-
tional Veterans Business Conference, which we will do again this
June.
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The General Services Administration has executed a formal part-
nership with VA to promote opportunities for service-disabled vet-
erans. CVE offers free market research, training, and other serv-
ices as may be requested by our Federal partners and their prime
contractors.

On our Web portal, we host the VetBiz.gov Vendor Information
Pages database. Here, browsers can easily locate more than 13,000
veteran-owned small businesses. At all of our outreach events, we
distribute the Tool Kit for Veteran-Owned Small Businesses, which
was jointly developed and co-branded by GSA and VA. It contains
legislation and policy documents, information on how to market to
Federal agencies, a list of Federal veteran business advocates, and
templates to assist business owners. The tool has proven to be so
successful it is now in its fourth edition.

To promote awareness and utilization of veterans and business,
CVE distributed more than 3,000 posters to prime contractors and
Government offices last October. To expand awareness of start-up
assistance, we dispatched Operation Business Ownership DVDs for
use in Transition Assistance Program briefings.

Both SBA and CVE are highlighted under “Small Business Re-
sources” in the Vocational Rehabilitation and Employment Pro-
gram pocket guide. In the annual Federal Benefits for Veterans
and Dependents’ book, information about CVE appears under
“Transition Assistance.” Army Knowledge Online’s Web site
reaches 660,000 personnel. Our Web portal link is prominently dis-
played on that site. We are also prominently displayed on mili-
tary.com’s site, and also the VetBiz.gov link appears on USA.gov
and the OSDBU.gov web portals.

We teach business owners that business is about successful rela-
tionships. We think we have built some good ones.

In the commercial marketplace, more than 300 franchisors have
joined the VetFran program, which VA and the International Fran-
chise Association refreshed in 2002. Currently, more than 600 vet-
erans have opened franchises under this program. In VetFran, vet-
erans are eligible for reduced franchise fees and other support.

In closing, I know that you are interested in what more needs
to be done. I would recommend increased attention to conducting
and documenting training of Federal agency personnel and using
the tools available through the Federal Veterans Entrepreneurship
Program. Agencies are required to post their strategic improvement
plans for enhancing achievements with service-disabled veterans.
Veterans who call us want to see these plans in the annual reports
posted in an easy-to-identify location.

Many contracting activities are still struggling with a lack of ca-
pable businesses in specialized industries. A method to incentivize
prime contractors to incubate new small businesses in these under-
represented fields will benefit all parties.

I hope you agree that opportunities for veterans in business are
abundant and there is widespread support for the program.

Chairman Kerry, thank you again for convening today’s hearings.
We will submit our written testimony and be able to answer any
questions you may have. Thank you.

Chairman KERRY. Thank you very much, Mr. Denniston.

[The prepared statement of Mr. Denniston follows:]
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STATEMENT OF SCOTT F. DENNISTON
DIRECTOR, OFFICE OF SMALL AND DISADVANTAGED BUSINESS
UTILIZATION AND THE CENTER FOR VETERANS ENTERPRISE,
U.S. DEPARTMENT OF VETERANS AFFAIRS

BEFORE THE COMMITTEE ON SMALL BUSINESS AND
ENTREPRENEURSHIP

U.S. SENATE
JANUARY 31, 2007
Chairman Kerry and Committee Members, | greatly appreciate the
opportunity to testify at this hearing about VA’s efforts to provide opportunities for
veterans in business. Thank you for convening this hearing. | am honored to
represent Secretary Nicholson and the dedicated workers in the Department of

Veterans Affairs who serve our veterans daily.

As you know, VA puts Veterans first. We work to ensure military
personnel have good jobs when they transition to civilian life. Some veterans will
become business owners and employers themselves. To help them, our
Department has had procurement goals for veterans since 1984. We also have

a very active direct employment program.

VA was the first Federal agency to implement the landmark set-aside
provisions of Public Law 108-183. This tool made a significant difference in VA's
ability to comply with the mandatory 3% Service-Disabled Veteran-owned Small
Business procurement goal. Based on our preliminary figures, | am pleased to
report that VA achieved 3.38% in Fiscal Year 2006 or approximately $346 million,
We spent approximately $651 million, which equates to 6.35% of our total
procurement dollars with veteran-owned small businesses. VA's procurement
budget in FY 2006 was $10.3 Billion. Final numbers are to be reported by the
Small Business Administration on behalf of the Federal Government. | say with
confidence that VA will be the first to sustain and increase our achievements. As
an example, we are establishing plans to use the Veterans’ Technology Services
Government-Wide Acquisition Contract (VETS GWAC) and spend an increasing
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percentage of our dollars in Information Technology with service-disabled

veteran-owned small businesses.

Our Department has a work unit dedicated to supporting veterans in
business and those who want to become business owners. This is the Center for
Veterans Enterprise in our Office of Small and Disadvantaged Business
Utilization. This office has 17 employees, 13 of whom are veterans. Two of
these veterans served in Operation lraqgi Freedom. Permit me to infroduce to you
Mr. Omar Morel, proudly serving former Marine who saw duty in the Battle of
Ramadi. Tech Sgt Patricia Gould serves with the Maryland Air National Guard
as an Emergency Medical Technician. Since joining CVE in September 2005,
she’s also been deployed to New Orleans, Bosnia and just returned in January
from Irag. The staff in CVE talks with veterans, their families and their business
partners daily. Our mission is to connect veterans with community resources
who will help them with their business development needs. | am proud to report
that our work is being well-received. Last September, the Veterans Business
Journal conducted its first readers’ survey. CVE was voted the organization that
provides the best support to veterans in business. We appreciate this vote of
confidence and will strive to repeat this honor in 2007.

What did we do to earn this distinction? First, we have the advantage of
being the U.S. Department of Veterans Affairs. When veterans think about
assistance, they turn first to VA. We have leveraged VA's considerable
resources to spread the word about entrepreneurship opportunities. Our office
participates in about 100 conferences each year. Through these events and
veterans’ benefits publications, our toll-free call center phone number gets widely
distributed. Once veterans call us, we determine their needs. Then, we refer
most calls to a pariner organization, such as a local Small Business
Development Center, Veterans Business Outreach Center, Procurement
Technical Assistance Center or one of the Corporate or Government Advocates
for Veterans Enterprise who have volunteered to assist veterans.
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Besides conferences and call center services, CVE maintains a robust
web portal which enables veterans to quickly link to our partner organizations.
We are grateful for the generosity and resources of the Air Force and Army Small
Business Program Offices. They have embraced this program. We have
conducted road shows with the Air Force and been guests on their cable
television program several times. With the Army, we have twice co-sponsored
the National Veterans Business Conference. The General Services
Administration has executed a formal partnership with VA to promote
opportunities for service-disabled veterans. We have enjoyed success with our
joint regional veterans’ business conferences. We are excited about the
opportunities to arise from the GSA VETS GWAC vehicle. GSA has also created

a very helpful website to assist service-disabled veterans.

We have enjoyed tremendous support from the Interagency OSDBU
Directors’ Council, the Directors themselves and their staffs. When the President
issued Contracting with Service-Disabled Veterans’ Businesses (Executive Order
13360), the Council coordinated development of a model strategic plan to help
both agencies and owners. lt is heartening to see the positive trends that are
happening in these agencies to create new opportunities for disabled veterans in
business. Just last week, veterans convened in California for the National
Veterans Entrepreneurship Conference sponsored by the Association of Service
Disabled Veterans. Business owners there commonly expressed the belief this
program now has synergy and that it is apparent that Federal Government
agencies, their contractors and trade associations are working together to help
increase contracting opportunities for veteran and service-disabled veteran-
owned businesses.

CVE offers free market research, training and other services as may be
requested by our Federal partners and their prime contractors. We recognize
their hard work in our annual Champions of Veterans Enterprise Awards program
each June.
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On our web portal, we host the VetBiz.gov Vendor Information Pages
database. Here, browsers can easily locate more than 13,000 veteran-owned
small businesses. Veterans in this database may elect to receive daily extracts
from FedBizOpps and extracts from VA's Forecast of Contract Opportunities.
We also use the database to blast early alerts about future requirements or
education conferences, such as the 3™ National Veterans Business Conference,
which we will co-sponsored this June with the Department of the Army and other
agencies. At all of our outreach programs, we distribute the Tool Kit for Veteran-
Owned Smali Businesses, which was jointly developed and co-branded by GSA
and VA. It contains legislation and policy documents, information on how to
market to Federal agencies, a list of Federal Veterans’ Business Advocates and
templates to assist business owners. This tool has proven to be so successful it
is now in its fourth edition.

Many of our accomplishments would not have been possibie without the
teaming provisions in SBA's Service-Disabled Veterans’ rule. Also important are
the Corporate Teaming Agreement guidelines from GSA and their Acquisition
Letter #V-05-12 which permits evaluating socio-economic status as a primary
factor in limited Federal Supply Schedule competitions. These have been
significant contributors to our success.

Our success is based on a simple formula. VA’s Senior Leadership Team
is committed to this program. Their support and a comprehensive plan to
improve opportunities for service-disabled veterans have changed our sourcing
strategies. After publishing our Strategic Improvement Plan, which was required
by Executive Order 13360, we changed internal reporting of small business
accomplishments. Previously, as the OSDBU Director, | would report the
monthly accomplishment data. Now, the leaders of our Administrations report
their accomplishments directly to our Executive Order oversight official, Deputy
Secretary Gordon Mansfield.
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More recently, on December 22, President Bush signed the Veterans
benefits, Health Care and information Technology Act of 2006 ) Public Law 109-
461), which gives VA unique procurement authority among Federal agencies. It
provides our workforce with a set-aside tool to use for veteran-owned small
business competitions. Under the Simplified Acquisition Threshold and in limited
acquisitions above it, contracting officers may use direct sourcing authority with
veteran-owned and service-disabled veteran-owned small businesses. Under
this legisiation, VA will verify the ownership and control of businesses registered
in our VIP database. VA's prime contractors will report dollars spent with
veterans in business only if those firms are registered in VIP. We hope that other
prime contractors will also choose to use VIP as their primary sourcing tool for
veterans in business.

To promote awareness and utilization of veterans in business, CVE
distributed more than 3,000 posters to prime contractors and government offices
last October.

To expand awareness of start-up assistance, we dispatched Operation
Business Ownership DVDs for use in Transition Assistance Program briefings.
Both SBA and CVE are highlighted under “"Small Business Resources” in the
Vocational Rehabilitation and Empicyment Program pocket guide produced by
VA's Veterans Benefits Administration. In the annual Federal Benefits for
Veterans and Dependents’ book, information about CVE appears under
Transition Assistance. In addition, each year, VA’'s Compensation and Pension
Service mails cost-of-living adjustment letters to disabled veterans. Veterans
receive information about start-up and expansion assistance from CVE in this
letter. Army Knowledge Online’s web site reaches 660,000 personnel. Our web
portal link is prominently displayed on that site, which we understand will soon
become a DoD-wide site. We are also prominently displayed on Military.com’s
site which is generally used by veterans for a variety of information. The
VetBiz.gov link also appears in USA.gov and on the OSDBU.gov web portals.
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We greatly value the assistance from these partner organizations as it expands
our reach beyond our limited resources. We teach owners that business is about

successful relationships. We think we have built some good ones.

In the commercial marketplace, more than 300 franchisors have joined the
VetFran program, which VA and the International Franchise Association
refreshed in 2002. Currently, more than 600 veterans have opened franchises
under this program. In VetFran, veterans are eligible for reduced franchise fees
and other support. One example is Little Caesar’s Pizza. In November, they
began a 12-month program of benefits to veterans and service-disabled veterans
to help them open pizza shops. The benefit to a disabled veteran approaches
$70,000. We are seeing renewed interest from the corporate community to
outreach to veterans. Some corporations, such as Northrop Grumman and the
former Anteon, have been steadfast in their support to veterans.

Before closing, | know you are interested in what more needs to be done.
I would recommend increased attention to conducting and documenting training
of Federal agency personnel in using the tools available through the Federal
Veterans Entrepreneurship program. Only when we have comprehensive
awareness and buy-in for this program will we see global successes. Agencies
are required to post their strategic improvement plans for enhancing
achievements with service-disabled veterans in business. Veterans who call us
want to see these plans, and the annual reports, posted in an easy to identify
location. Many contracting activities are still struggling with a lack of capable
businesses in specialized industries. A method to incentivize prime contractors
to incubate new small businesses in these underrepresented fields will benefit all

parties. Others will address, 'm sure, the chronic problem of access to capital.

I hope you will agree that opportunities for veterans in business are
abundant and that there is widespread support for this program.

Chairman Kerry, thank you again for convening today’s hearing. 1 will
submit my written statement for the record. | welcome your interest and am

prepared to answer any questions that you or the members may have.
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Chairman KERRY. Mr. Elmore.

STATEMENT OF WILLIAM D. ELMORE, ASSOCIATE ADMINIS-
TRATOR, OFFICE OF VETERANS BUSINESS DEVELOPMENT,
U.S. SMALL BUSINESS ADMINISTRATION

Mr. ELMORE. Chairman Kerry, Ranking Member Snowe, and
other distinguished Members of the Committee, thank you for your
request to appear before you today. I am Bill Elmore, the Associate
Administrator for Veterans Business Development, representing
SBA Administrator Steven Preston.

As expressed in our January 24, 2007 Memorandum for Heads
of Departments and Agencies, jointly issued by Administrator Pres-
ton and Office of Federal Procurement Policy Administrator Denett,
the Administration is broadly committed to enhancing all of our
programs and services for service-disabled veterans, for veterans,
and for Reservists, especially those veterans and Reservists return-
ing from duty in the Global War on Terror, or those injured or dis-
abled in service to America.

SBA’s efforts go beyond the activities of SBA’s Office of Veterans
Business Development. Each SBA program is tasked to expand and
improve their services for veterans and service-disabled veterans.
Thus far, the results have been good. The number of loans made
to veterans has increased from 4,800 in fiscal year 2000 to approxi-
mately 8,000 loans in fiscal year 2006. In fiscal year 2006, our busi-
ness counseling training and outreach programs reported more
than 108,000 veterans and Reservists assisted.

In October 2004, the President issued Executive Order 13360,
and in our effort to lead by example, we do believe that SBA ex-
ceeded our 3 percent SDVOSB goal for the first time in fiscal year
2006. We also believe the Federal Government increased its
achievements in fiscal year 2006. However, final data is not yet
available to confirm this. But it does point to steady and significant
growth towards achieving the 3 percent goal. Federal agencies are
working very hard to achieve this goal and the numbers of SDV
small businesses registered in CCR shows that the veterans them-
selves are doing their part, as demonstrated by the significant
growth in those numbers.

CCR, in the last 6 months, the number of SDVOSB small busi-
nesses have grown by approximately 11 percent, to over 12,500,
while the total number of small businesses registered in CCR has
grown only by approximately 2 percent. SBA and our many Federal
partners’ outreach to the SDVOSB market is contributing to this
growth. However, we have also noted that the average size of the
CCR-registered SDVOSBs continue to be the smallest of all SBA
procurement programs. This points to weaknesses in our targeted
outreach, to gaps in the SDVOSB understanding of how to succeed
in the Federal marketplace, and perhaps to the capacity of the
identified SDVOSB business community itself.

This is why we are strengthening the full range of SBA programs
in support of SD veterans and veterans, including our SBDC pro-
gram, SCORE, Women’s Business Centers, Veterans Business Out-
reach Centers, our District Office outreach, our 7(a) and 504 loan
programs, our Surety Bonding Program, our matchmaking pro-
gram, and the use of our PCRs and CMRs, all in an effort to im-
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prove the knowledge, availability, and applicability of all of our
services and programs for both service-disabled veterans and vet-
erans.

I am going to jump to the part that now addresses Reservists,
since my time is short. In this last year, I increased OVBD staff
by 50 percent. We have improved SBA contracting with service-dis-
abled veterans’ small businesses through that process.

Let me talk to the Reservists and Guard, and I have to diverge
for just a second. I thank you both for referencing the data that
SBA has been able to coalesce and create and gather over these
last 5 years. I think that is one of the most important things we
could do because there was a striking lack of data, and I thank Ad-
vocacy for their work.

We implemented the Military Reservists Economic Injury Dis-
aster Loan in August 2001 and continue to promote that. We think
it is a tool of great assistance to those small businesses that it is
helpful with, but we also recognize that as a disaster loan, it is con-
strained by its very design. It is a disaster loan. It is not a business
loan. And for those reasons, it doesn’t always hit the mark and we
realize that.

We have enhanced our outreach counseling training and our
lending programs to assist Reservists by offering pre- and post-mo-
bilization business counseling, e-counseling and planning. SBA ini-
tiated and continues to lead the Federal effort to develop and offer
assistance to small business owners at risk of economic damage
when activated. In addition to internal SBA coordination, we have
produced comprehensive program guides and business planning
materials providing a broad range of information while coordi-
nating many of our activities with various elements of the Depart-
ment of Defense.

You have most of the things I was going to touch on. Because I
have run out of time, all I can tell you is that we continue to work
as diligently as possible with the Department of Defense in their
efforts, because these are their soldiers and airmen and marines,
when activated. They have a certain responsibility in this. The best
I think arguably we can do is try to promote, offer, refine, define,
and deliver our services.

The biggest issue, if you will, that I hear from our service deliv-
ery partners is they can’t find these Reservists who need assist-
ance. I believe, like you do, that there is a very significant problem
occurring, but without the Reservists themselves stepping up and
utilizing the services that we do offer, to a degree, we are stymied.
You have referenced, Madam, that my budget is what it is. I think
we have done an enormous amount to reach out to this community,
but the community has to engage with us, as well.

If there are some solutions in there, perhaps that is really where
it lies, in how the Reservists and Guard members themselves are
directed to utilize the resources and services we have, and through
that, how we improve and dramatically improve, really at the di-
rection of my Administrator, Administrator Preston, how do we im-
prove and deliver our services in the most effective way.

Thank you. I appreciate the opportunity to be here today and I
welcome your questions.
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Chairman KERRY. Thank you very much, Mr. Elmore. We appre-
ciate it.
[The prepared statement of Mr. Elmore follows:]
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Testimony of
William D. Elmore
Associate Administrator for Veterans Business Development
Before the United States Senate
Committee on Small Business and Entrepreneurship
Oversight Hearing on Service-Disabled Veteran Federal
Procurement and Assistance for self employed small business owners who are

Members of Reserve components of the United States Military who have been or may be

called to active duty

Chairman Kerry, Ranking Member Snowe, and other distinguished members of
the commitiee, thank you for your request to appear before you today to share
mformation on the activities of the U.S. Small Business Admimnistration (SBA) regarding
our efforts 1o assist and support federal procurement success of veterans who have
incurred a service-connected disability, and our assistance for small business owners who
are members of the U.S. Military and have been or may be called to active duty for the

war on global terror. I am Bill Elmore, the Associate Admunistrator for Veterans
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Business Development (VBD). I am pleased to be here representing Administrator
Preston and SBA and grateful for the opportunity to share with you some of the
imtiatives and accomplishments the SBA has made over the past 6 years. As expressed
in the January 24, 2007 Memorandum For Heads of Departments and Agencies jointly
issued by Administrator Preston and Office of Federal Procurement Policy Administrator
Denett, the Administration is broadly committed to enhancing all of our entreprencurial
programs and services for veterans and reservists returning from duty i1 the Global War
On Terror, and most specifically for those service members injured or disabled in service

to America.

SBA’s efforts to support veteran entrepreneurs go beyond the activities of SBA’s
Office of VBD. Each program at SBA is tasked with expanding and improving their
services specifically for veterans and service-disabled veterans, this includes our Capital
Access programs, our business counseling and training programs and our procurement
programs. Thus far, the results have been good; the number of new loans being made to
veterans has increased significantly. The number of new loans to veterans has grown
from 4,800 in FY 2000 to approximately 8,000 in FY 2006. Additionally, loans to start-
up businesses owned by veterans continues to see considerable growth--nearly doubling

the 1,300 7(a) loans-in FY 2000 to almost 2,500 in FY 2006,

PL 106-50 established a three percent federal procurement goal for prime
contracts for small businesses owned and controlled by service-disabled veterans (SDV)
and established a best-efforts clause for veterans in federal procurement at the sub-

contracting level. The government has yet to achieve the required three percent goal, but
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is making progress towards it. In 2004, the President issued Executive Order # 13360,
and preliminary data shows SBA, the Departrnent of Veterans Affairs did both exceed
aur respective three percent goals for FY 2006. In our efforts to lead by example, this
represents a significant improvement for both agencies over our achievement in FY 2005,
and we believe that over all the federal government increased its achievements in FY
2006. However, final data is not yet available to confirm this, but it does point to what
has been growth toward achieving the three percent goal, because of the ongoing efforts
of most federal agencies, and the incressing numbers of 8DV small businesses presenting

themiselves for contracting opportunities.

This is further demonstrated by the significant growth in the number of small
businesses owned by SDV who are registering their interest in federal procurement in the
Government's Central Contractor Registration (CCR). Between July 6, 2006 and January
19, 20607, the number of SDV-owned small businesses registered in CCR has increased
from 11,013 to 12,627, a growth rate of more that 11 percent in a six month period. At
the same time, the number of small businesses registered in CCR grew from 421,209 w
428,098, or a growth rate of less than two percent. 'We also recognize that, while the
number of service disabled veteran owned small businesses (SDVOB) registering
continues to increase, the average size of these businesses continues to be the smallest of
all the SBA’s named small business programs. ‘While SBA is analyzing what agencies
are buying and comparing that to what SDVOBs are selling, we are also strengthening
the full range of SBA programs, including SBDC, SCORE, VBOC, District Office

Outreach, 7a, Surety Bonding, Matchmaking, PCR/CMR activity in an effort to improve



38

the availability and applicability of our services to enhance SDV and veteran business

ownership.

At our request and at the request of the veterans” advocacy community, the
Census Bureau included in their 2002 survey of small business owners questions
regarding business owners” veteran and SDV status. These questions mark the first time
we have an accurate count of the number of SDVOBs that exist in the American smatll
business markeiplace. The 2002 census survey found that approximately 0.7 percent of
small businesses in America with employecs are owned by service-connected disabled
veterans and 14.1 percent of small businesses with employees are owned by veterans.
Clearly, achieving a three percent federal procurement goal with a population that
represents less than one percent of the small business marketplace presents a significant
challenge, this finding reinforces our efforts to strengthen the full breath of SBA
programs and services specifically for SDV and veteran business owners. Nevertheless,
SBA is strongly committed to working with our federal agency counterparts to reach out

to more veteran-owned businesses and make use of their talents and services.

Let me turn my attention to our efforts on behalf of small business owners who
are members of reserve components of the U.S. Military and have been or may be
activated for the global war on terror. In August 2001, we began offering, and continue
to promote the availability of the Military Reservist Economic Injury Disaster Loan
program as one tool that can be of great assistance 1o an activated reservist small business
owner, however, we also recognize that this disaster loan is constrained by its very

design. We have also enhanced our counseling and training programs, most notably
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SCORE, SBDC and VBOC, programs in an effort to inform reservist that pre and post
mobilization business planning can be critical to their economic success as business

owners and reservist,

1 am proud to report to you that the SBA initiated and continues {o lead the
federal effort to conduct outreach, develop assistance for and design program efforts to
enhance business planning, lending and other assistance for small business owners who
may be at risk of economic damage when activated. After the September 11, 2001 attacks
on America, we established an SBA working committee to coordinate agency outreach
and service delivery to Reservists. In 2002, we created the SBA Reserve and Guard fact
sheet, and have distributed hundreds of thousands of those fact sheets to mobilizing and
demobilizing reservists. In December 2002, we cstablished our special web pages
specifically for reserve and National Guard members, and began working with the

Department of Defense in a number of ways.

We have and continue to conduct training with and joint outreach with the
national and state offices of the national committee for Employer Support of the Guard
and Reserve (ESGR). We are supporting the office of the Assistant Secretary for Reserve
Affairs at DOD in their development of program and policy recommendations for
consideration by the leadership of both DOD amd SBA. We assisted the Assistant
Secretary for Reserve Affairs of the US. Air force, along with the U.8. Chamber of
commerce in their efforts to identify “issues impacting small business owners, members
of the Air Reserve components and their families”. We produced detailed business

planning guides as part of our comprehensive ‘Reserve and Guard kits” and have
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distributed more than 35,000 of these kits directly to reserve and National Guard units, to
reservists, to SBA Resource Partners, to federal, state and local partners, and at hundreds
of SBA sponsored events. We continue to produce these kits upon request for

distribution to any reservist and for conferences, seminars and presentations,

We include Reservists with Veteran status in our community express loan
program, and last year, Congress enacted our proposal for the authority to include
Reservists in our definition of veteran for purposes of our comprehensive outreach
program.  We understand the importarce of these efforts in the successful conduct of the
“Long War”, as we recognize the critical importance of supporting and maintaining the
civil skills of self employed reservists in the Global War On Terror. We are proud of our
efforts for both SDV veterans and reservists, and intend to continue our aggressive efforts

on their behalf

I thaok you again for this opportunity to testify before you today. Iam proud of
the progress we have made and look forward to continuing to serve the veterans, guand
and reservists who have served our nation proudly. This concludes my testimony, and [

welcome your questions.
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Chairman KERRY. I thank all of you for sort of holding it in that
timeframe. That is helpful to all of us.

I am glad to welcome Senator Tester here, a new Member of our
Committee. We are delighted to have him aboard because he brings
a lot of personal small business experience.

Senator, do you have any opening comment you want to make?
You don’t have to.

Senator TESTER. No.

Chairman KERRY. All right. Thanks.

Let me proceed, then, to a few questions initially, if I can. I want
to pick up, Mr. Elmore, because we just sort of ended with you and
while it is fresh, in your testimony and you were just chatting
about this difficulty of sort of finding people and what happens. I
would like to get at this a little bit with all of you, if we can.

The Disaster Loan Program which we passed here, which I au-
thored in 1999, basically then we were focused on Haiti, Iraq, Bos-
nia, and Kosovo after those conflicts, but your judgment is that
something is, I think you have labeled it as onerous in the testi-
mony, and that there are some constraints within the formulation
of the program itself, which obviously we don’t want to create. So
the question is, help us understand those, if you would. What are
those constraints and what can we do about them to make that
more effective?

Mr. ELMORE. The constraints include, for example, it is not a
business loan. It is a disaster loan. Eligibility occurs after activa-
tion, and I think we all understand that the majority of Reservists
who have been activated since September 11, 2001, have generally
had very short notice for activation, so they can’t really arguably
make application until after they have returned. By that time, the
damage is done.

So what we have tried to do with our outreach is to move to a
preemptive step and try to put our services and programs in front
of Reservists before they get called. So on one hand, through our
business counseling and training, they can prepare for the activa-
tion, because they now know they are going to be activated, cer-
tainly sooner or later and sometimes more than once.

The second is if we can move the ability of that loan program to
be available prior to activation, that would be a suggestion that I
would make and I have made in the past.

Third is

Chairman KERRY. Is it limited by the mere designation as dis-
aster, or is it limited because of further formulation in the lan-
guage?

Mr. ELMORE. I think it is really both. Because it is in our dis-
aster program——

Chairman KERRY. You can’t do it until there is, in effect, the
downside?

Mr. ELMORE. Well, you can’t consolidate debt with a disaster
loan, for example. Now, that is a typical business approach, per-
haps, to lending and borrowing, but in a disaster loan, we can’t
really do that. So in that sense, where it sits doesn’t allow what
is a normal business process of growing, planning, and arguably
even how one prepares for——
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Chairman KERRY. We need to refine the definitional language,
sort of the permissive language?

Mr. ELMORE. And there is another impediment, I think, as well,
and that is on the 90 days that you have to apply after you return.

Chairman KERRY. The question is, is that enough time or isn’t
it?

Mr. ELMORE. I think you said it, sir. The loan——

Chairman KERRY. Would you

Mr. ELMORE. We would change that. But you said it yourself.
The loan was really designed for when we were in Kosovo and
Haiti, and now we are in Iraq and Afghanistan, and the level of
activations is way disproportionate, five times higher than it was
in 2000, maybe six times higher. So the scale of what is happening
with those self-employed Reservists out there, I mean, we recognize
this and we know this. This is why we started working in Sep-
tember 2001, bluntly, to try to organize our ability to reach out and
offer these services.

So I think, certainly in my discussions with Administrator Pres-
ton, we would like to engage with the Committee to discuss how
to improve and enhance our programs for veterans and for Reserv-
ists, and I assume—and I think that includes the military Reserv-
ists loan.

Chairman KERRY. Well, let me come back to this a minute, be-
cause when we wrote it, we created a fairly open assistance pro-
gram, and you were the folks who came here and said we have got
to limit this. Specifically, you added the word “substantial” to eco-
nomic harm so that they would have to show a greater level of
harm. You reduced the application period. We had allowed 180
days. You reduced it down to 90. In addition, you sort of pressed
for the ability to be able to make it easier to show a link between
the Reservist’s absence and economic injury. So to the degree it is
constrained, you folks constrained it.

Mr. ELMORE. If I can try to answer, sir, all I can tell you is that
in 1999, I wasn’t working for SBA at that point. There wasn’t an
Office of Veterans Business Development, and I——

Chairman KERRY. You must understand that the agency’s view
of this was delimiting.

Mr. ELMORE. OK, and I didn’t realize that. I didn’t know that the
agency then had come back to you with those recommendations or
suggestions.

Chairman KERRY. They came back with more. They restricted us
because we were—they substituted the term “essential employee”
for “owner, manager, or key,” because that restricted again who
might or might not get it, because an essential employee was ex-
empt from call-up. So the result was it became, again, more delim-
iting.

So basically, look, I am happy to go back to the way we were try-
ing to help people, which was to be pretty broad and encompassing.
I hear you. Is the 90 days too short a time?

Mr. ELMORE. I believe it is.

Chairman KERRY. I am glad to hear you say that, because that
is why we put 180 originally. So we will come back and see if we
can’t reverse that and fix it up.
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What about the complaint by some people that I hear that it is
not marketed? A lot of Reservists don’t even know this exists. They
go in, they come out, and nobody proactively says, hey—we don’t
hand them something saying, we want you to know here are the
following things that will be available to you to try to help cushion
your business. Boom, they are given it proactively.

I think in your testimony, Mr. Denniston, I heard you say it, be-
cause I wrote it down, you said, once the veteran calls us, we deter-
mine their needs. Is it only upon initiation by the veterans’ call?

Mr. DENNISTON. No, sir. We are very active in outreach our-
selves. Our staff does about 100 conferences a year. The partners
that I mentioned in my testimony, we are very active with them
to get the word out to veterans. Again, our focus is on the Federal
procurement arena and most of the veterans that contact us are
people that are interested in starting small businesses, and again,
that is not our focus, but that is why we have the partners that
we do so that we have people that we can refer veterans to in the
local area.

But given the staff we have, between the Web site that we have
and the activities that we have in the outreach area, we think we
do a pretty good job of reaching veterans. We also have information
now in all the Transition Assistance Programs, so that when vet-
erans get out of the military and think about starting small busi-
nesses, they have references so they know where to go so that we
can help them.

Chairman KERRY. Here is the thing. I hear from veterans—I
hear what you are saying and appreciate your point of view. But
often in the bureaucracy, and it is not—I am not suggesting it is
willful, but it is just a fact of bureaucracies, there is sort of a
breakdown between the program and the intention and what really
happens out there.

What I hear from a lot of veterans is, and we have heard it, I
think each of the Senators have heard it, is they don’t get this in-
formation. It just doesn’t somehow reach them. They don’t know
proactively this is really there. It is put to them maybe at odd mo-
ments. I mean, I can remember when I was getting out and they
said, you have got to sign this and do this and this, and I didn’t
care what it was. I signed it and I got the hell out. That is sort
of a reaction. People are tracking.

The question is, can there be a more effective way of putting this
information in front of people and making certain that they have
it?

Mr. DENNISTON. I think the best that we can do, because you are
right, we face the same thing. I remember when I got out of the
Army, the only thing I wanted to do is go get a job and leave the
military behind, and I didn’t pay attention to all those documents
that I was given. But we still think that the Transition Assistance
Program is one of the best ways to leave information with veterans,
because what we are finding at the Center for Veterans Enterprise,
we get contacted by thousands of veterans a month, 2,000 or 3,000,
that are thinking about starting a small business. What is inter-
esting is the vast majority of them have been out of the military
for 5 to 10 years. They have worked for a large business. They have
worked for the Government. They have worked for a small business
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and now they have this entrepreneurial vision that they want to
implement.

So our issue becomes what can we put in front of veterans today
that they will remember 5 to 10 years from now, and quite frankly,
that is a challenge. That is why we think between what we do with
the Transition Assistance Program, what we do with the outreach
or the partners we have, with using resources, as I mentioned, like
the Air Force cable television programs, we are doing, we think, a
pretty good job. But obviously, we are open to any other sugges-
tions that we can that would help in this outreach effort, because
it is definitely a challenge.

Chairman KERRY. Do you run any PSAs on it?

Mr. DENNISTON. We have done some PSAs, probably not as many
as we should. We have been more active on the Internet and the
Web sites and the links to military.com, the Army Knowledge Net-
work, because we are finding that particularly with the younger
veterans, they are very computer savvy, and where us older vet-
erans may wait for a PSA, these folks are aggressive and are using
theIInternet to get the information that they need to fulfill their
goal.

Chairman KERRY. Let me ask you something. When a veteran is
called up, when a Reservist is called up, do you know at that
time—do you know their occupation?

Mr. DENNISTON. We don’t get involved in the call-up of Guard
and Reserve. That is an SBA and DOD

Chairman KERRY. Is there coordination between DOD

Mr. ELMORE. There is a level of coordination. Let me go to your
first question, sir. DOD just in the last couple of years has put to-
gether a database of the employers of Reserve and Guard members,
and they had to go through all the processes because of privacy
concerns to be able to do that and they have fairly recently com-
pleted that. We have continued to work with offices in DOD on
some of the research they are doing to try to identify not only the
employers, but more importantly, what has been the effect of these
activations.

Chairman KERRY. What if you did this. What if DOD, when DOD
sends them their call-up notice—they get a formal notice, correct?
What if it had an accompanying letter that says very simply, if you
are a small business owner or an essential employee in a small
business and this may be disruptive, the following options are
available to you, right there.

Ms. OLIVER. It makes sense.

Mr. ELMORE. If I might, sir, if you really—I support that kind of
an idea, but I would like to accelerate that beyond or before, if you
will, they actually get their orders. They are in the Reserve and
Guard now, and what I would suggest, and this is what we try to
do through my office, because we sent our Reserve and Guard kits
to Reserve and Guard units themselves. These men and women
should know about the services and resources available to them
simply because they are in the Reserve and Guard, and it is not
just for purposes of planning their business for their eventual acti-
vation, but it also ought to address if they are interested in cre-
ating a business, the services and resources available to them, as
well.
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Chairman KERRY. But is there today someone actually coordi-
nating this between your three agencies?

Mr. ELMORE. [Shaking head negatively.]

Chairman KERRY. Wouldn’t it make sense to actually have sort
of a coordinated effort here, since you are all players in this hap-
pening? You are the provider, you are the convener, and you are
the service industry on the back end. So, I mean, if you get to-
gether, then you have got much more capacity to be able to make
certain you are really going after people and reaching them aggres-
sively, at the right moments, and repeatedly, probably.

Mr. ELMORE. If I can, sir, my office has been coordinating with
the Assistant Secretary for Reserve Affairs inside DOD, so we have
tried to coordinate the SBA side of this. We haven’t talked with VA
specifically about their role in this, but that is the approach we
have taken.

Chairman KERRY. One last question, because I want to get my
colleagues in on this, but Ms. Oliver, incidentally, we are delighted
that obviously in the last year, the agencies have come up in their
procurement. But the question is large in DOD above all. How can
DOD be so far behind on this?

Ms. OLIVER. I am torn here, because I don’t want to sound
smart—smarty—but this is actually a pretty graphic explanation
and I will tell you the details of it in just a second. You can’t put
nine pregnant women in a room for a month and have a baby come
out. It just doesn’t work that way, and we have a history of that
same sort. Some things can’t be hurried up in the Department of
Defense.

Now, I can tell you a lot of the reasons. One is you can’t be look-
ing at contracting with different people on a contract until that
contract has expired. There are training issues. There is the com-
plexity of the contracts. Probably most difficult for us is the prod-
uct mix. There are so many things in the Department of Defense
that there is no hope at all that a small business be able to
produce, including a service-disabled veteran, or maybe particu-
larly a service-disabled veteran-owned small business.

Our history is really clear. I think there are some charts that
show the direction that we are going in all these areas. That is a
history typical of all the other special programs that we have had.

Chairman KERRY. Let me just

Ms. OLIVER. Sure.

Chairman KERRY. Nobody is asking DOD to let a contract to
somebody who isn’t qualified to perform it.

Ms. OLIVER. Right.

Chairman KERRY. We understand that.

Ms. OLIVER. Yes.

Chairman KERRY. But what we hear—what I hear, anyway, and
I will speak for myself, is that there are service-disabled veteran-
owned businesses ready and willing to take on some of these con-
tracts and they either just don’t get them or they find it too much
of a maze to be able to walk through. But they are there. They are
waiting. They want the opportunity. And there are all kinds of
other things besides sophisticated—I mean, there are all kinds of
service

Ms. OLIVER. Yes, there are. That is right, Senator.
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Chairman Kerry. Huge, stunningly huge budget——

Ms. OLIVER. Yes, that is correct. I agree with that.

Chairman KERRY. There really should—I mean, it seems to me
of all the agencies that ought to be sensitive to this and able to do
it, it is DOD itself.

Ms. OLIVER. It is interesting. I mean, that is right. As I said in
my testimony, it is

Chairman KERRY. So what is the bar?

Ms. OLIVER. What is—I am sorry——

Chairman KERRY. Why doesn’t that happen? I mean, are there
those service-disabled veteran-owned businesses ready and willing?
Is it your judgment that they are there?

Ms. OLIVER. Here is the problem. The Competition in Contract
Act requires that we compete contracts unless there is a specific ex-
emption to it, which means that maybe the answer is: We need to
train service-disabled veteran-owned small business owners about
how to compete better—which we have tried—I mean, we are work-
ing on. It just takes time.

Bill pointed out that these tend to be very small businesses. That
is a second kind of a problem.

Chairman KERRY. Let me stop you there for one second.

Ms. OLIVER. Sure.

Chairman KERRY. SBA, don’t you help these people to be able to
compete?

Mr. ELMORE. Yes, sir. Yes, sir, through our training and coun-
seling and through our Small Business Development Centers.

Chairman KERRY. Where is the gap here?

Mr. ELMORE. Well, the gap is—if you look at the data, sir, and
this is from my perspective, 0.7 percent of the businesses in Amer-
ica that have employees are owned by service-disabled veterans.
That is what the 2002 Survey of Business Ownership tells us from
Census. So we have a three percent goal, but we have a 0.7 percent
population to achieve it.

I think we are fairly close to the 0.7 percent, but we are nowhere
near the 3 percent goal. We have to build the capacity of the busi-
nesses that are presenting themselves

Chairman KERRY. That doesn’t make sense. Those are apples
and oranges that you are comparing there. It doesn’t matter. What-
ever the percentage is in terms of the total population, because
they are veterans and service-disabled, they are supposed to get a
higher piece of the pie. That is the equation.

Mr. ELMORE. We are

Chairman KERRY. So if 80 percent of them are getting a contract
because that is what it takes to get the 3 percent, that is what they
are supposed to get, and it is because they are veterans. It is not
a relevant percentage.

Mr. ELMORE. If I can, sir, because I am glad we are talking about
this because this is in many ways central to this whole discussion,
what has happened, and I applaud Congress for doing this and you
know this, I was part of the effort to make this happen before I
came to SBA. What we have done is we have plugged the moral
imperative of how we as a Nation contract with service-disabled
veterans into the Federal procurement system, but yet the Federal
procurement system isn’t geared to mandate contracts. It is geared
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to mandate opportunity to compete and there is a gap there. So all
of these things that we have touched on from the capacity——

Chairman KERRY. What do you mean by geared?

Mr. ELMORE. We cannot——

Chairman KERRY. We have a goal of 3 percent.

Mr. ELMORE. We cannot just award contracts to service-disabled
veterans simply because they are service-disabled veterans. They
have to provide the best value to the Government in that process.
So there is a process

Chairman KERRY. So what you are effectively saying is that they
are not capable of winning the competitions.

Mr. ELMORE. No, that is not what I am saying. What I am saying
is we have to build
Chairman Kerry. Aren’t you duty-bound to provide it to them?

Mr. ELMORE. We have to build the capacity of those businesses
that are presenting themselves. If you look at the size of the busi-
nesses in CCR

Chairman KERRY. You are losing me.

Mr. ELMORE. I am trying to explain this, sir.

Chairman KERRY. No, let me just—you have to build the capac-
ity. Does that mean they lack the capacity?

Mr. ELMORE. I think many of them do.

Chairman KERRY. OK, which means they can’t compete.

Mr. ELMORE. It means they can compete, but they have as a——

Chairman KERRY. They can’t win.

Mr. ELMORE. Many of them can’t win, no. I don’t believe they
can, not as they are presently structured and the size that they are
and the arenas that they are trying to compete in

Chairman KERRY. A lot of them disagree with that, and I think
we will hear from some of them, that that is not the judgment of
a lot of them in terms of what this fairness of competition is.

I don’t want to dominate this. Let me let Senator Snowe ask
some questions. We will come back afterwards and follow up.

Senator SNOWE. Thank you, Chairman Kerry.

Just getting back to the entire question, which really needs a so-
lution as to how we achieve these goals. The law has been in place
since 1999. So why is it that the agencies can’t get together to ac-
complish the 3 percent goal? I was talking to my colleague, Senator
Coleman, who was telling me about someone who is serving in the
National Guard and has been deployed to Iraq, lost his business,
not aware of any of the resources available. It seems to me that
you all have a database, so can’t there be an interagency council
to coordinate so that they are made aware before they are called
up, what are the resources, is there a contracting pamphlet so that
tﬁe); can review their options? Isn’t there a way to get around all
this?

In the final analysis, we need a solution to this problem, because
obviously, it is not working. I just wonder, is it possible to do that,
because it is a requirement under the law, and the President had
to issue an Executive order in 2004 to lay out the criteria for
achieving this, and yet it is still not happening. Now, I will get to
2006 because I want to address the question that was raised as to
whether or not large businesses were getting contracts that were
intended for small businesses.
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But Ms. Oliver, let us start with you. Is there a possibility, and
I would like to hear from the three of you, to create an interagency
council, because as has been identified here, we have a problem. It
isn’t rocket science to coordinate and have a single database, to
share the information. I understand SBA has some information on
some service-disabled veterans, others do not. There has to be a
way of doing this.

Ms. OLIVER. Yes, I agree with you, Senator Snowe. I will tell you
one of the problems, because I have seen—we have tried to work
toward the solution of this before. The Privacy Act, and this is ap-
propriate, is very careful about having people have private informa-
tion collected by the Government used for any purpose other than
that for which it was collected. That has been a stumbling—that
actually has been a stumbling block in, for example, going to VA
and getting from VA a list of all their service-disabled veteran-
owned small businesses, or all their service-disabled veterans.
There may be ways around it, but that is definitely a problem.

Senator SNOWE. Have you gotten a ruling on that? Is that some-
thing anybody has pursued?

Ms. OLIVER. The Department of Defense attorneys, and we didn’t
get a—we don’t have—I don’t have a written opinion, but it was
the opinion of the Department of Defense attorneys when the Vet-
erans Corporation wanted information to reach out, they said, we
can’t give it to you.

Chairman KERRY. Or as Shakespeare said, kill all the lawyers.

[Laughter.]

Ms. OLIVER. Well, I can’t be in favor of that.

Senator SNOWE. Well, then if that is the case, I would like to
hear as to why. Now, I would like to hear from each of you if that
is the same response that you are going to give——

Mr. DENNISTON. No.

Senator SNOWE. OK. Mr. Denniston.

Mr. DENNISTON. First, let me say that I think we are confusing
two issues here, so I would like to separate them, if I can. I think
the issue of the Guard and Reserve call-up is one issue. I think the
goals that we are talking about, the procurement goals, are very
different. So I would like to focus on the second one, if I can.

Two things. We have a database of veteran-owned and service-
disabled veteran-owned businesses that want to do business with
the Federal Government. That is the Vendor Information Page.
That is those 13,000 companies that I talked about. That is avail-
able to all Government agencies. It is available to all prime con-
tractors, and government agencies and prime contractors are using
it.

The issue of the privacy comes in with someone getting a list of
the 2.5 million veterans that we have on our rolls as service-con-
nected disabled veterans. But one of the things that we do every
year is those veterans get a letter from the VA telling them what
their compensation check is going to be, because we have the infla-
tion factor so it changes every year. Every year that that letter
goes out, we tell them of the services available from the Center for
Veterans Enterprise and from the Small Business Administration
if, in fact, they have a small business or are interested in starting
a small business. So that is how we get around that privacy thing.
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We can’t give them the information out, but we let the veterans
know what is available.

Let us go back to the issue of the goals. My opinion is that this
is a cultural issue, because we face this in the Department of Vet-
erans Affairs, this is a new program. Contracting officers have been
so—what is the right word—I don’t want to say “brainwashed,” but
to focus on the 8(a) program and the other small business pro-
grams that have been around longer that, quite frankly, what we
are doing is we are talking about a change in culture.

To us, the two ways that we have worked on this, number one
is education, is to make sure that every VA contracting officer and
every person in the VA that holds a purchase card knows of the
Department’s responsibilities to service-disabled and veteran-
owned small businesses.

The other thing that we have pushed very hard is that Public
Law 108-183 gives us mechanisms through set-asides, particularly,
to limit competition only to service-disabled veteran-owned busi-
nesses, and one of the ways that we have been successful to reach
the 3 percent goal is by instilling in our contracting officers the
need to use that mechanism.

The other thing that has helped us is when GSA, the General
Services Administration, under the Federal Supply Schedules came
out with a determination that said you can limit competition on
Federal Supply Schedules based on the socio-economic category of
business. So now our contracting officers can use the Federal Sup-
ply Schedule as a mechanism and limit competition to service-dis-
abled veterans.

So to me, the issue is about changing culture, and that is why,
as one of our recommendations, we said we have to do a better job
of educating contracting officers, and particularly program officials,
in the Government as to what goes on. The other thing that is im-
portant is to get people

Chairman KERRY. Do you mind if I just ask——

Mr. DENNISTON. No, go ahead.

Chairman KERRY. What is happening with respect to that now?
This has been a known problem for a long period of time, this,
quote, “education” of the officers. What directive and specific effort
does take place to do that?

Mr. DENNISTON. After the President’s Executive order was
signed, one of the things that the Department of Defense did very
quickly through the Defense Acquisition University, was put a
course online about the service-disabled veteran program, and that
is available for contracting officers throughout the Government.
But the issue

Chairman KERRY. I am not talking about what is available. I am
talking about what is happening mandatorily to make them aware
that they have got to do this.

Mr. DENNISTON. Well, that is the issue. It is the issue of compli-
ance and it is the issue of follow-up. One of the things that we did
in the VA to show our seriousness to this is after the Executive
order and our requirement for strategic plan, we made our Deputy
Secretary Gordon Mansfield the chief executive responsible for im-
plementation of the plan so that it got the attention of people with-
in the management structure of VA. The other thing that we did
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was we put the accomplishment of the goal on everybody’s perform-
ance plan so that now this is one of the things that they are rated
on if they want to get a bonus.

The other thing that we did was every month in the senior man-
agers’ meeting that we have, I used to report on what the accom-
plishments were. We have changed that around, and rather than
my doing it, so they are not my numbers, now we have each of the
administrations and the buying offices to report to the Deputy Sec-
retary on how they are doing. So that now becomes ownership that
is theirs rather than mine, because the one thing we know about
the small business programs, to make them successful, we have got
to have buy-in from everyone, top management, the contracting of-
ficers, the program officials, and the Small Business Office.

Senator SNOWE. Mr. Elmore.

Mr. ELMORE. Yes. I will touch on what Scott was talking about
and then I will come back to the Reserve and Guard, if that is OK,
kind of like Scott divided the two.

What we are doing inside SBA is we are working with our PCRs
and CMRs and the Administrator has directed that we are
prioritizing our services and our goals internally for women, HUB
Zone, and service-disabled veterans. So we are trying to increase
the profile and the use of our PCRs and CMRs across the Govern-
ment structure to push for and try to deliver some of these same
things that we are talking about here today, use of the set-aside
and sole source authority, understanding of how to identify and
find service-disabled veteran small businesses, those kinds of
things.

On the Reserve front, I would agree with you. I think that there
should be some cross-government process, not just SBA, not just
DOD, and not even necessarily just VA. I would suggest that per-
haps Treasury has a role in this, as well, that there has not been
an across-government process to tackle this and take this on the
right way. I have been frustrated by that like the members in the
Reserve and Guard have been.

Now, I may risk myself when I say this, but it does take leader-
ship that comes from beyond my office. I can tell you that my Ad-
ministrator is dead-on serious about doing this right and doing this
as well as we possibly can, and I applaud him; I support him and
we are working very hard to try to do that. So if there is any lead-
ership that the committee itself can exert in this arena, I would ap-
plaud that, as well.

Senator SNOWE. Well, I appreciate that, Mr. Elmore, and I say
that to you, Mr. Chairman, because I do think we have to get to
the core of the issue here and see what we can do to serve as a
catalyst for standardizing this process, because inevitably, there
are going to be rationales as to why it can’t work. I mean, there
is just not going to be the motivation there. I think we have to cre-
ate it.

The President did in the Executive order and said “shall.” That
was very definitive. It is obviously not happening. So I think we
have to get beyond, and I appreciate your straightforward response
to that request, and I think we have to work it out and figure out
how best to work this out. That is something this Committee can
work on, Mr. Chairman, because I truly think it is going to happen.
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I mean, it is too large. There is too much of an opportunity there
that is natural, so why not take advantage of it to help our service-
disabled veterans? There has to be a way. I think that that is criti-
cally important.

A couple of other issues. In 2006, is it true about meeting the
goals or not?

Ms. OLIVER. We don’t know yet.

Senator SNOWE. You don’t know yet.

Mr. DENNISTON. For VA, 99.9 percent certainty that we have met
the goals. The 3.38 is going to be the final number that we certify
to SBA. Now, keep in mind that with our ten-point-some billion
dollar procurement budget, that equates to about a million contract
actions. We have gone through that data several times to ensure
that there are no large businesses reported in that data.

One of the dilemmas that we have government-wide is that we
don’t have a centralized database that talks to the size standard
of the small businesses. One of the reasons for that is because for
every NAICS code that we use, you can be large in one and small
in the other. Some of the other reasons, it is just poor clerical work
on the part of the contracting officers who input the information in
the Federal Procurement Data System. But we have cleansed our
data and I will tell you today that there are no large businesses
that are in that 3.38 percent.

The other thing I would like to mention, too, to get at this idea
of interagency cooperation, after the President signed the Executive
order, we put together a working group of all the Federal agencies
to share best practices, to share a standard strategic plan. We, the
VA, took the lead for that. And the agencies that chose to partici-
pate, I think you will find, have the best strategic plans and their
accomplishments, even though they haven’t met the 3 percent goal,
are trending up better than the agencies that didn’t choose to take
part in that, because one of the things that we know in the small
business program is the more we can share best practices, the bet-
ter off we are all going to be.

Mr. ELMORE. Tell me the question again, please. I got so en-
grossed in listening to Scott

Senator SNOWE. Whether or not for 2006 you are able to——

Mr. ELMORE. Large businesses, OK. We, like VA, we have
scrubbed our data, and in fact, we looked at it again last night or
else I wouldn’t have been able to come up here and say what I said.
We believe that we have, in fact, exceeded 4 percent.

Now, we are very sensitive to this question of whether or not
there is any large businesses involved in our data. Clearly, you un-
derstand that. I can’t sit here and tell you with all certainty, like
Scott can, because I just bluntly don’t know. But I would be flab-
bergasted if any of the contracts that we let with service-disabled
veterans in 2006 went to any large business.

Senator SNOWE. Just to follow up, and this will be my last ques-
tion, last summer, I was really surprised when the GAO deter-
mined the SBA regulations, that, if there was an ineligible contract
that was issued and it wasn’t challenged before the contract was
issued that the ineligible contractor could keep the award. Is that
true? Why is that?

Mr. ELMORE. I think——
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Senator SNOWE. That just seems so ludicrous. It is almost hard
to believe.

Mr. ELMORE. And what I would ask is, if you have a specific
question, please get it to me and we will get you a detailed answer
back, but I will tell you——

Senator SNOWE. Yes, there is a specific case.

Mr. ELMORE. OK.

Senator SNOWE. The Veterans Enterprise.

Mr. ELMORE. I would have to go back and look at that because
I am not privy to all the detail

Senator SNOWE. These were contractors who did not have serv-
ice-disabled veterans. I mean, it was not owned by service-disabled
veterans and yet received—the Veterans Enterprise should have
had it and some other contractor got it, and because it wasn’t chal-
lenged before the contract was issued, then they could keep it. So
the eligible contractor was not remunerated, wasn’t compensated
for the loss and didn’t receive the award, obviously.

Mr. ELMORE. I haven’t looked at that particular case. I can tell
you that I have looked at how our protest process works and I can
give you the numbers and those kinds of things. But again, if you
have a specific question, please get it to me and I will make sure
we get you the answer back

Senator SNOWE. Well, we will, because I think it is obviously
something that needs to be addressed.

Mr. ELMORE. Yes.

Senator SNOWE. Thank you.

Mr. ELMORE. Thank you.

Senator SNOWE. Thank you, Mr. Chairman.

Chairman KERRY. Senator Tester.

Senator TESTER. Thank you, Mr. Chairman.

Chairman KERRY. That was an important line of questioning,
and I agree completely with the Ranking Member about the follow-
up piece and we are going to work on that.

Senator TESTER. Thank you, Mr. Chairman. I want to thank the
panel, also. I also appreciate Scott segregating the issues because
we were talking on several different levels there. The level I want
to talk about for right now is Guard and Reservists who go off and
there are programs out there to help them, and it kind of dovetails
in with what the Chairman was talking about.

Are folks working together now, and does that include DOD, as
far as education, allowing folks to know what programs are out
ther;e, what services are available, and is DOD part of the equa-
tion?

Mr. ELMORE. Yes, sir.

Senator TESTER. It seems to me there was a statement made ear-
lier, and I think it was you, Mr. Elmore, that made it, that folks
don’t know that the services are out there. If there is a concerted
effort between all working parties, the VA in particular and Small
Business in particular and the DOD, why is that occurring?

Mr. ELMORE. What I can tell you, sir, is the work that we have
done, and maybe this will help answer that, the materials that we
produced that are directed specifically to Reserve and Guard, we
have provided to Military Family Support Centers, we have pro-
vided to State Adjutant Generals, we have provided to the State
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committees of the Employers’ Support of the Guard and Reserve,
and we have sent out to Reserve and Guard units themselves.

What steps DOD may have taken to communicate with their par-
ticular service members, I honestly can’t give you that answer. I
think you would have to ask the Department of Defense.

Senator TESTER. It would seem to me that if they haven’t asked
you to come do any sort of workshops, in-service while they are

Mr. ELMORE. In fact, I will be participating in a—and let me
make sure I get the name right for you

Senator TESTER. That is all right.

Mr. ELMORE. There is a summit that is going to be held this next
month over in Arlington, I believe it is, with the Military Family
Support Center System, and as far as I know, we are the only
agency, my office, to come over and participate and be part of this
summit. So those kinds of things have been occurring and continue
to occur.

Senator TESTER. As far as procurement goes, I will just give you
my perspective and then we will move on. I think it deals with the
size of the contracts when you are dealing with small business
more than anything, and if you are talking about allowing service-
disabled veteran small businesses to be able to compete, the size
of those contracts are critically important, any Federal contract. I
know a lot of small businesses that flat don’t pay any attention to
Federal contracts because they don’t have the wherewithal, they
don’t have the infrastructure to be able to supply the kind of sup-
plies they need, and I will give you a personal example.

If I wanted to go buy a beef, it is much easier to buy it from one
outfit. If I want to bring other people into the fold, I might want
to buy it a quarter at a time. And that is what folks need to under-
stand with Federal contracts. For the most part, with my definition
of small business, there is no way they can even possibly begin to
supply what is there.

The last thing I want to ask, and this is open to anybody, I have
a small business and I am called off, and quite frankly, that busi-
ness shuts down. Any time there is a void in business, it is filled
pretty quickly. By the time I get back from my duty in any war,
there is already a business sitting there that took the place of my
business and so I am out of business. Assuming I know every pro-
gram that is out there, what is available for me?

Mr. ELMORE. What we can offer is, we can offer access to the full
range of our business loans as a businessman or woman before you
are even aware that you may be activated, and that is what we try
to do. We do offer the Military Reservists Economic Injury Disaster
Loan after the effective call-up and generally after they have re-
turned.

Senator TESTER. What is the interest rate on that loan?

Mr. ELMORE. The average is about 2.9 percent and the terms can
go up to 30 years. Actually, it is a very good loan in that context,
but as we talked earlier, it is not a business loan, it is a disaster
loan. It is in our disaster portfolio.

Senator TESTER. And so to qualify for that, the business has to
be shut down or what?
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Mr. ELMORE. No, they have to be able to demonstrate that there
has been some economic damage that is attributable to the activa-
tion.

Senator TESTER. How long does it take to get that loan approved,
on average?

Mr. ELMORE. I think it is probably about a 2-week process, but
don’t hold me to that, please, because I don’t run that program, but
we can get that answer for you.

Senator TESTER. OK.

Mr. ELMORE. We have approved about 70 percent of the applica-
tions that have gone through the entire process, I can tell you that.

Senator TESTER. All right. And there are plenty of dollars avail-
able?

Mr. ELMORE. Yes, sir. Those are our direct loans. We are gen-
erally—our loan products are primarily guaranteed, but that is a
direct loan program.

Senator TESTER. What else is available?

Mr. ELMORE. What else is available is the thousand or so Small
Business Development Centers, the 400, approximately, SCORE
chapters, including e-counseling, the 5 Veterans Business Outreach
Centers that my office funds, and the Veterans Business Develop-
ment Officers stationed in every SBA District Office to try to help
these men and women understand where that technical assistance
and business planning assistance is available.

Senator TESTER. Is there any money for retraining?

Mr. ELMORE. No, sir, not from us.

Senator TESTER. Is there any money that you know that is out
there for retraining?

Mr. ELMORE. The only retraining funds that I am aware of——

Senator TESTER. Specifically focused on

Mr. ELMORE [continuing]. Are not in the American government,
it is our British allies.

Senator TESTER. OK. Thank you. Thank you.

Mr. DENNISTON. If I could just jump on your question about Gov-
ernment contracts being too large, in a lot of respects, that is very
true, but I would also submit to you that there are opportunities
for small businesses to play. As an example, we have VA medical
centers in Montana that need construction, renovation. We buy a
lot of services locally, ambulance services, things like that.

The issue for a small business that has never played in the Fed-
eral marketplace, in my opinion, is they are overwhelmed by what
they perceive to be the red tape. The best resource and the way
that we help small businesses understand the Government process
is by DOD’s Procurement Technical Assistance Centers. You have
got several in Montana that do a great job at teaching the local
businesses how to do business with the Federal Government and
we rely on their services all the time to teach local businesses how
to break into the Federal marketplace and particularly how to pro-
vide us services with VA in Montana.

Senator TESTER. I applaud those efforts, make no mistake about
it. It is not all failure. I am just saying that if you are really con-
cerned—I am not implying that you are not, but I know the size
of the contracts impacts a lot of folks. That is all. I am not saying
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you do all bad work. You do some darn good work, and I want that
on the record.

Chairman KERRY. Thank you, Senator. Those were good ques-
tions and important ones, I think, and if I could just follow up on
one and then we are going to switch to the next panel. Are you all
going to stay to hear some of these business folks, because I think
it would be good for you to hear what they have to say.

Ms. OLIVER. Yes, sir.

Mr. DENNISTON. Yes, sir.

Mr. ELMORE. Yes, sir.

Chairman KERRY. Secondly, I heard you say that you have the
Internet. You put packages out. All of that is well and good, but
I have to tell you from human experience, that is absolutely no
guarantee anybody knows what is in them or that it gets to people.
And so what you have to think about here is this coordinated, in-
your-face effort to be proactive that actually sits with people and
gets in a personal way in touch with them, because everything else
gets lost. It really does. That coupled with what Senator Snowe
raised, and I think we have got to really follow up on that, which
is sort of the contracting process per se, and we are going to look
at that very, very hard.

I will leave the record open for the submission of questions by
Members of the Committee for a week and we look forward to your
responses to those. There will be some follow-ups to our own ques-
tions. We just don’t have time. Thank you very much.

If I could ask the members of the second panel to come up. Let
me introduce them as they come up. They are all small business
owners, so we particularly welcome them to this reality check.

We have a Boston native. I am pleased to welcome Mr. Louis
Celli, Jr., who is a veteran and the president of Northeast Veterans
Business Resource Center.

Then we will hear from retired U.S. Navy Captain Ann Yahner,
who is the president and general manager of Penobscot Bay Media
out of Maine.

We will also hear testimony from Mr. Bob Hesser, who is the
president and CEO of HI Tech Services, Inc., as well as the CEO
of Allied Technical Services Group.

And finally, we will conclude with the testimony of already intro-
duced by Senator Isakson, Mr. Ted Daywalt, president and CEO of
Vetdobs.

So welcome to all of you. Thank you very much for your patience.
We really look forward to your testimony today. Why don’t you lead
off, Mr. Celli. Thanks for being here.

STATEMENT OF LOUIS J. CELLI, JR., PRESIDENT, NORTHEAST
VETERANS BUSINESS RESOURCE CENTER, INC., BOSTON,
MASSACHUSETTS

Mr. CeELLI. Thank you, Senator Kerry. Boy, this seat is really
warm.

[Laughter.]

Chairman KERRY. Well, it should be.

Mr. CELLI. Good morning, Senators. Thank you for the invitation
to come before you and share my experiences and work within the
veteran business owner community.
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Senator Kerry, like you, I, too, am from Massachusetts, and like
you, I left the service to start my own business. I am a 22-year vet-
eran of the U.S. Army, a service-disabled veteran, and I started
two businesses. My company, the Northeast Veterans Business Re-
source Center, is headquartered in Massachusetts and we have re-
cently opened up an office in the Walter Reed Army Medical facil-
ity.

We are a nonprofit organization that teaches, coaches, and men-
tors veterans to start and grow micro-enterprises and small busi-
nesses. Over the past 4 years, we have trained over 2,000 veterans
through formal training and have served over 4,000 veterans
through counseling, seminars, and formal classes.

I serve as the vice chairman for the American Legion’s Veterans’
Small Business Task Force and have recently been elected to serve
as the Chairman of the Small Business Administration’s Advisory
Committee on Veterans Business Affairs.

I have been asked for my opinion and to relate my experiences
regarding the challenges that veterans experience while trying to
start small businesses, and specifically examples of Guard and Re-
serve business owners who have suffered damages to their business
as a result of military deployment, and what recommendations I
might have to help our veteran community.

One of our clients owns a computer repair store in Boston. His
story is probably the most common. He received notification that
he was being deployed about a week prior to his activation. His
wife was the principal owner and she couldn’t afford to replace him
during his deployment at the going rate for a senior engineer of
$70,000 to $80,000. So what they decided to do was to close the
business until he returned. Like me, he believed that when he re-
turned, there would be some kind of Government program in place
to assist him which would give him—which gave he and his wife
a sense of solace while he was gone. It is what made them com-
fortable while he was away.

While he was away, the bills kept coming in because he still
owed the money that he had taken out to support this business,
and his income from the military was significantly lower than his
small business income. He and his wife began to fall behind on
their payments. They suffered credit damage when he was de-
ployed, and when he returned, he tried to get a loan from every
available disaster and commercial loan program, but was denied
due to poor credit.

Another one of our clients faces a different problem. He and his
partner started a business together. Our client deployed for more
than a year. When he returns, the business partner had incurred
debt due to his absence while trying to sustain the business. The
partner who had remained was growing the business based on the
existing clients and then that year’s worth of recruiting efforts, and
now the question that faces them is who owns what? How do they
reconcile an equal division of that business with one person gone
and the other person working for a complete year? Who has what
debt?

Senator Kerry, Senator Snowe, Congress and specifically this
committee have been working on veterans’ business owners’ issues
for years—Public Law 106-50, 108-183, Executive Order 13360,
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and most recently Public Law 109-461. In my opinion, I don’t think
we need more laws to try to help veteran business owners. I think
we just need to enforce the ones that we have. More funding will
definitely help. We don’t nearly have the funding needed to serve
the veterans who require services now that we see.

And Public Law 106-50, it was complicated. It was intricate, but
it was very well written. I have had many spirited discussions with
my colleagues, many of whom are here today, and basically there
are 7 parts to 106-50 which were all designed to work independ-
ently while working toward a common goal. Each of the entities
created by 106-50, the SBA Office for Veteran Business Develop-
ment, the VA Center for Veteran Enterprise, the SBA Advisory
Committee, the Veterans Corporation, the Veterans Representative
for SCORE, and all of the others were all supposed to work coop-
eratively together for the common goal of assisting veteran busi-
ness owners. They were supposed to support each other while
working together.

Public Law 106-50 set in motion a four-year plan, that at the
pinnacle of the 4th year, all of these agencies were supposed to coa-
lesce and be working together, supporting each other so that they
might have a greater population of veterans as a team. Instead,
none of these entities worked together. None of them worked as a
team and they simply just coexisted, going in their own way. If
there had been an administrator or some kind of oversight to 106—
50, a single entity with the sole purpose of making sure that the
separate entities and organizations not only complied with the let-
ter of the law but also the spirit and intention, as well, I believe
that these separate parts would have been thriving by now rather
than individually struggling along.

In my opinion, again, we just don’t necessarily need more laws.
We need to enforce the ones we have and work harder—that you
have worked hard to produce in the first place. And by the way,
I did mention funding, right? Funding is important.

As you seek to assist veteran business owners, I ask only that
you consider adequate funding for training and assistance, as was
mentioned earlier, implement a veterans’ direct loan program to as-
sist veterans who wish to start businesses, and invest in a Guard
and Reserve deployment business care program that will train, pre-
pare, and support veteran business owners who are called up by
our country to defend our Constitution of the United States of
America.

I would be happy to assist with any detailed suggestions for
these recommendations should your Committee request to pursue
them further, and I stand ready with myself, my company, and any
of my resources to support this Committee in any way necessary.
Thank you for the time today.

Chairman KERRY. Thank you, Mr. Celli. We appreciate it.

[The prepared statement of Mr. Celli follows:]
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Testimony of Louis Celli
Committee on Small Business & Entrepreneurship
“Assessing Federal Small Business Assistance Programs
For Veterans and Reservists”
January 31, 2007
‘Washington, D.C.

Good morning, Senators. Thank you for the invitation to come before you and share my
experiences and work within the veteran business owner community..

Senator Kerry, like you I too am from Massachusetts and like you I too left the service and
started my own business.

I am a 22 year veteran of the United States Army, a Service Disabled Veteran and have started 2
business.

My company, The Northeast Veterans Business Resource Center is headquartered in
Massachusetts and have recently opened an office at Walter Reed Army Medical Hospital.

We are a nonprofit organization that teaches, coaches and mentors veterans to start and grow
microenterprises and small businesses. Over the past 4 years, we have trained over 2 thousand
veterans through formal training and have served over 4 thousand veterans through counseling,
seminars and formal classes.

I serve as the Vice Chairman for the American Legion’s Veterans’ Small Business Task Force
and have recently been elected to serve as Chairman of the Small Business Administration’s
Advisory Committee on Veterans Business Affairs.

I have been asked for my opinion and to relate my experiences regarding the challenges veterans
experience while trying to start businesses and specifically examples of Guard and Reserve
business owners who have suffered damages to their businesses as a result of military
deployment, and what recommendations I might have to that might help our veteran community.

One of our clients owns a computer repair store in Boston. His story is the most common, He
received notification that he was being deployed 1 week prior to his activation. His wife was the
principal owner and could not afford to replace him during his deployment at the going rate for a
Senior Engineer of 70-80 Thousand dollars, so they decided to close the business until he
returned. Like me he believed that there would be some kind of government program in place to
assist him when he returned which is the only thing that gave him and his wife solos. While he
was away, the bills still needed to be paid and his military income was substantially lower than
his small business income. He and his wife began to fall behind on their payments and suffered
credit damage while he was deployed. When he returned, he tried to get a loan from all available
disaster and commercial programs but was denied due to poor credit rating.

Another of our clients faces a different problem. He and a partner started a business together,
Our client is deployed for more than a year. When he returns, his business partner had incurred
debt due to his absence while trying to sustain the business. The partner who remained has
grown the business based on the existing client base and the year worth of recruiting efforts.
Who now owns what part of the company?
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Senator Kerry, Senator Snowe, congress and specifically this committee have been working for
veteran business owners for years. Public Law 106-50, 108-183, Executive Order 13360 and
most recently, Public Law 109-461. In my opinion, we don’t more laws, we just need to enforce
the one’s we have. More funding will definitely help, we don’t have nearly the funding needed
to serve the veterans who require services.

Public Law 106-50 was a complicated, intricate and very well written. 1 have had many spirited
discussions about this with my collogues, many of whom are here today.

Thee are 7 parts to 106-50 which were all designed to work independently while working toward
a common goal. Each of the entities created by 106-50 The SBA office of Veterans Business
Development, The VA Center for Veteran Enterprise, The SBA Advisory Committee, The
Veterans Corporation, The Veterans Representative for SCORE and all of the others, were
suppose to work cooperatively toward the common goal of assisting veteran business owners
AND SUPPORTING EACH OTHER while WORKING TOGETHER. 106-50 set in motion a 4
year plan, at the pinnacle of the 4™ year, all of these agencies were suppose to be working
together, supporting each other so they might serve a greater population of veterans as a team.
Instead, none of the entities worked together as a team and simply coexisted. If there had been
an administrator to oversee 106-50, a single entity with the sole purpose of making sure the
separate agencies and organizations not only complied with the letter of the law but with the
spirit as well, I believe that all of these separate parts would be thriving by now rather than
struggling to survive.

In my opinion, we don’t necessarily need more laws, we just need to enforce the one’s we
worked so hard to produce in the first place. And, oh yea, did I mention funding??

Changing “May” to “Shall” might help, but it really shouldn’t be necessary in the first place, it
should be understood.

¢ Asyou seek to assist veteran business owners, I ask that you consider committing
adequate funding for training and assistance.

s [Implement a veterans direct loan program to assist veterans who wish to start businesses.

e Invest in a Guard and Reserve deployment business care program which will train,
prepare and support business owners who are called upon by our country to defend our
constitution of the United States of America.

I would be happy to assist with detailed suggestions for these recommendations should your
committee wish to pursue them further.

Thank you,

Louis J. Celli Jr.

CEO

Northeast Veterans Business Resource Center Inc.
“Serving American heroes, one business at a time”
617.938.3933

www.nevbre.org
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Chairman KERRY. Captain Yahner.

STATEMENT OF CAPT. ANN S. YAHNER, USN (RET.), PRESI-
DENT AND GENERAL MANAGER, PENOBSCOT BAY MEDIA,
LLC, CAMDEN, MAINE

Capt. YAHNER. Good morning, Senator Kerry, Senator Snowe. 1
am Ann Yahner. I am the resident and majority owner of Penob-
scot Bay Media. We are an IT company with strengths in geo-
graphic information systems, Web development, interactive dis-
tance learning, and film and video, and we are located on the mag-
nificent coast of Maine.

In addition to other contract vehicles that we have in place, we
are one of the 43 prime contractors that was awarded the Veterans
Technology GWAC, and we are the only company that was award-
ed in New England. Our Vets GWAC partners, many of whom are
veterans and disabled veterans, come from all over the nation, in-
cluding the same States as five Members of this Committee.

I want you to know that because of this contract that we have
been awarded, I finally feel confident that as a company, we can
provide a benefits package to our employees that they need and de-
serve, especially in the areas of medical, dental, and short-term dis-
ability insurance. And also because of this contract, I anticipate
that our workforce will probably double in the next 12 to 18
months.

Senator Kerry, like you, I, too, served my country honorably in
the Navy, and as it happens, I was in Vietnam the same year that
you were. As you know, it was a very busy year and a difficult
year

Chairman KERRY. Are you sure I was there? According to some
people, I wasn’t.

[Laughter.]

Capt. YAHNER. Oh, you were there. You were there. It was a par-
ticularly difficult year, I am sure for you, and it certainly was for
this very young, naive, idealistic 23-year-old nurse who got a real
wake-up call real quickly.

Because my husband and I are both veterans, my partners and
I have started a program where we are hiring qualified veterans
and include many of the people, Maine National Guard and Reserv-
ists, who are returning from Iraq and Afghanistan. In fact, there
are four soldiers right now that if they come back in April, they
have interviews for one of our initiatives.

In conjunction with other IT companies in our area, we are work-
ing with the University of Maine to develop training and certifi-
cation programs to align skill sets with current needs of informa-
tion technology. We have also developed a really nice relationship
with many of the State agencies, as well as the local town council
of Camden, to work toward meeting some of these goals with eco-
nomic development. The Reservists and the National Guard that I
am particularly looking at in our company are those that are in en-
gineering battalions because they have the background for GIS and
mapping and we have a very strong initiative in spatially intel-
ligent robotic areas and they would be good to work in that area.

Now, as it pertains to this hearing, once I saw what the topic
was, I canvassed the SDVOs and veteran-owned companies to try
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to find out what two major obstacles we all felt we had to do busi-
ness with the Federal Government.

First, the Congress, led by this Committee, needs to make
SDVOs equal to 8(a) businesses by making it possible for a con-
tracting officer to award sole-source contracts to qualified SDVOs
on the same grounds as is currently permitted for 8(a) businesses.
A contracting officer may make a sole-source contract noncompeti-
tive award to an 8(a) business without completing any justification
paperwork. He need only believe the 8(a) is capable of performing
the work

In addition, an award to an 8(a) cannot be protested. However,
in the case of an SDVO, the contracting officer must investigate
and determine that there are no other SDVOs that claim they can
do the work. Otherwise, a time-consuming competition must be
conducted. He must complete a justification and approval document
and consider the risk of potential protests of the award and take
whatever necessary precautions to ensure he can withstand such
protests.

I might also add that we have found that when we talk to con-
tracting officers, we are educating the contracting officers because
they know very little about the set-aside program at all. That is a
little discouraging and, I think, needs to be corrected in that area
of training about this program.

And the other thing I might add that I didn’t have in my testi-
mony, I went through and looked in the past 2006 all of the con-
tracts that were awarded to SDVOs. It is a little discouraging for
me as an IT company to sit here and see that most of these awards
are going to construction, roof repairs, medical equipment, custo-
dial and janitorial services. I don’t see a lot of things going to IT,
and hopefully the Vets GWAC will solve that problem.

The second area that I want to bring up is accountability, and
this has been touched on a little bit. Mr. Chairman, first of all, I
am a very practical business woman. When I and my management
team fail to achieve our business objectives, we don’t expect to get
a bonus or any kind of accolades. Likewise, when the senior man-
agement team of any agency doing business with the Federal Gov-
ernment does not even come close to meeting their goals, they need
to be held accountable, and that accountability must have negative
consequences. It must have some teeth—be it an entry in a per-
formance evaluation or a fine. I don’t really care as long as there
is some accountability. When there is no accountability and there
is no enforcement of regulations that are already in place, then it
is just business as usual and the SDVO set-aside program will con-
tinue to suffer.

So in my opinion, if these two major points are not corrected, all
the initiative and hard work and support of the various veterans
groups, the GSA and the SBA will be for nothing and a great op-
portunity for veterans and disabled veterans could be lost.

Now, Penobscot Bay Media is like a thousand other small compa-
nies that are the backbone of my State and the Nation’s economy.
My understanding, as has been pointed out, is this program was
put in place to help the veteran who chose to wear a uniform and
was injured in the defense of this Nation. It was to help small busi-
nesses grow, partner with other small businesses, hire more em-
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ployees, provide good salary and benefits, bring Federal money into
communities, and increase economic development in our States. If
you don’t give the service-disabled veteran an equal playing field
with other set-aside programs, one of this will happen and the pro-
gram will not be successful.

And finally, the service-disabled veteran deserves at the very
least to have parity with the other set-aside programs. Unlike all
the others, the service-disabled set-aside is the only program that
is earned. It is earned by long separations from our family, missing
important life events, lost income from our business, and literally
fighting and many times being injured in our service to our coun-
try. And as one man quoted, “Veterans deserve consideration above
and beyond anyone else in America,” and I think that is extremely
poignant right now.

I, too, will take any questions anybody has.

Chairman KERRY. Thank you very much for important testimony.
We appreciate it. Thank you for your service, also.

[The prepared statement of Capt. Yahner follows:]
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ASSESSING FEDERAL SMALL BUSINESS ASSISTANCE PROGRAMS FOR VETERANS AND
RESERVISTS

STATEMENT OF
ANN S. YAHNER
PRESIDENT/GENERAL MANAGER
PENOBSCOT BAY MEDIA, LLC
BEFORE THE
COMMITTEE ON SMALL BUSINESS
AND ENTREPRENEURSHIP
UNITED STATES SENATE
WEDNESDAY, JANUARY 31, 2007

Good morning Senator Kerry, Senator Snowe and other distinguished members of the committee.

I’'m Ann Yahner, President and majority owner of Penobscot Bay Media. This is a woman-owned, Service-
disabled veteran-owned small business located on the magnificent coast of Maine. We are an IT company
with strengths in Geographical Information Systems, Web Development, Interactive Distance Learning,
and Film & Video. In addition to other contract vehicles we are one of the 43 prime contractors awarded the
VETS GWAC-—the only company awarded in New England. Our Vets GWAC partners, many of whom are
veteran and disabled veterans come from all over the nation including the same states as 5 members of this
committee.

Because of this government contract, I am confident that we can provide the benefits package our
employees need and deserve, especially medical, dental and short term disability insurance. And because of
this contract, we anticipate that our workforce could double in the next 12-18 months.

Senator Kerry, like you, I too served my country honorably in the Navy, and as it happens I served in
Vietnam the same year you did. And, as you know, it was a very busy and difficult year, especially for this
naive, idealistic 23 year old nurse.

Because my husband and I are veterans, we have started a company program to partner with and hire
qualified veterans, including those from our Maine National Guard and Reservists when they return from
Irag and Afghanistan. Many of them, especially those in the Engineering Battalions have the background
and skills that we can use in our GIS and spatially intelligent robotics areas. In conjunction with other IT
companies in our area, we are working with the University of Maine to develop training and certification
programs to align skill sets with current needs of information technology.

As it pertains to this hearing, I have canvassed many SDVO and Veteran-owned companies, and due to time
constraints, I will identify the two greatest obstacles of doing business with the Federal government.

First: The Congress, led by this committee, needs to make SDVOs equal to 8(a) businesses by making it
possible for a contracting officer to award sole-source contracts to qualified SDVOs on the same grounds as
is currently permitted for 8(a) businesses. A contracting officer may make a sole-source, non-competitive
award to any 8(a) business without completing any justification paperwork. He need only believe the 8(a) is
capable of performing the work. In addition, an award to an §(a) can not be protested. However, in the case
of an SDVO, the contracting officer must investigate and determine there are no other SDVOs that claim
they could do the work, otherwise a time consuming competition must be conducted. He must complete a
Justification & Approval document, and consider the risk of potential protests of the award and take
necessary precautions to ensure he can withstand such protests.
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Second: Accountability. Mr. Chairman and committee members, I'm a very practical business woman.
When I or my management team fail to achieve our business objectives, we don’t expect to get a bonus or’
any accolades. Likewise, when the senior management team of any agency doing business with the Federal
Government does not even come close to meeting their 3% SDVO goals, they need to be held accountable
and that accountability must have negative consequences, be it a fine or an entry in a performance
evaluation. When there’s no accountability and there is no enforcement of regulations that are in place, then
it’s just business as usual, and the SDVO set-aside program will continue to suffer.

In our opinion, if these two major points are not corrected, all the initiative, hard work, and support of the
many Veterans groups, GSA and SBA will be for nothing, and a great opportunity for veterans and disabled
veterans could be lost.

Penobscot Bay Media is like thousands of other small companies that are the backbone of my state and this
nation’s economy. We represent those small businesses owned by Service-disabled veterans. My
understanding is that this program was put in place to help the veteran who chose to wear a uniform and was
injured in the defense of this nation; it was to help small businesses grow, partner with other small
businesses, hire more employees, provide them a reasonable salary and benefits package, bring Federal
funds into our communities and increase economic development in our states. If you don’t give Service-
disabled veterans an equal playing field with other set-aside programs, none of this will happen and the
program will not be successful.

The Service-disabled veteran deserves, at the very least, to have parity with the other set-aside programs.
Unlike all the others, the disabled veteran set-aside is the only program that is earned. It is earned by long
separations from our family, missing important life events, lost income from our business, and literally
fighting and many times being injured in our service to our country. As one man said, “Veterans deserve
consideration above and beyond anyone else in America.”

Thank you very much for the opportunity to appear before you today. I will be happy to answer any
questions that you might have to the best of my ability.
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Chairman KERRY. Mr. Hesser.

STATEMENT OF ROBERT HESSER, CHIEF EXECUTIVE OFFICER
AND PRESIDENT, HI TECH SERVICES, INC., AND CHIEF EXEC-
UTIVE OFFICER, ALLIED TECHNICAL SERVICES GROUP, LLP,
HERNDON, VIRGINIA

Mr. HESSER. Morning, Chairman Kerry, Ranking Member
Snowe. Let me first thank you for the opportunity to come before
you today to share my views of Federal procurement policy. I am
an executive member of the Vet Force, formerly the Task Force of
Veteran Entrepreneurship. However, my comments today are mine.

While the framers of Public Law 106-50 did a good job on setting
up the program in 1999 to assist all veterans interested in starting
or expanding their own small businesses, it wasn’t until the Vet-
erans Benefits Act of 2003, section 308, that a Federal Procure-
ment Program for Veterans was created. Under Section 308, con-
tracting officers were to be given authority to restrict competition
or make sole-source awards for procurements to service-disabled
veteran-owned businesses. Nonetheless, today, the simplified proce-
dures used to sole source and set aside 8(a) and HUB Zone procure-
ments do not exist for SDVOBs.

I believe that the FAR Council’s and the SBA’s joint efforts to ef-
fectuate section 308 did, in fact, cause greater confusion. They cre-
ated additional subparts of the CFRs and FARs that do not reflect
what is in Public Law 108-183.

To encourage greater Federal agency participation in the SDVOB
procurement program, the President issued 13360, which we have
heard about here. Executive Order 13360 did heighten the aware-
ness throughout the Federal Government and to large business
contractors, I think sometimes to the contractors more than to the
government.

My entire adult life has involved service to the Federal Govern-
ment. I am a retired Navy Master Chief. I was a senior Federal
Government employee, left as a GM-14, and a Government con-
tractor. During my involvement, I have learned that a very high
percentage of Government employees possess a collective mindset
supporting the corporate good. I think they are good people. They
try to help us.

Government employees working with contractors build business
relationships like anybody else. Some of their relationships last
many years. Of course, each contracting officer knows the con-
tractor who is timely, the contractor with reasonable prices, and in
what action each contractor is at their best. The CO contracts the
contractor to get what their agency customer needs.

When a new requirement is brought to their attention that is not
within the scope of existing contracts, the CO wants to use the
most efficient, effective, and lowest-cost means to put a new con-
tract in place. Their customer needs a contract created in order to
carry out the mission. If the required product or service can be pro-
vided by a small business, the CO will first consider the scope of
existing small business contracts.

Second, they will consider contractors with whom they already
work. This includes large business with an existing subcontracting
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relationship with a small business capable of fulfilling the require-
ment.

Third, they are likely to consider inquiring the GSA schedule sys-
tem, known as GSA Advantage. They will not consider a service-
disabled veteran-owned business, sole source or set-aside. They will
work with SDVOBs also certified as 8(a)s or HUB Zone businesses.
Why? Because they can award to the other two without any hassle
or additional work and can take credit through double- or triple-
counting of goal accounting. I believe the goals, if you actually look
at the statistics on the Web sites and the pdf's from GSA, you can
identify contracts that this $5 million contract was awarded to a
service-disabled veteran, they are identifying exactly the same con-
tract number down here awarded to a SDVOB. Whoosh, $10 mil-
lion.

I have spent thousands of dollars and thousands of hours over
the past 6 years chasing leads, creating new markets, educating
government employees on new technology, and trusting that new
legislation will end inequities within the procurement system.
These inequities still exist.

Several opportunities have been created by our marketing or
were identified for us by prospective Federal customers. When the
customer took the requirement to a contract office, the contracting
officers have, in every case, found reasons for not awarding as a
sole source or not setting it aside for SDVOBs. All contracts award-
ed to us have been full and open, small business simplified acquisi-
tions, or GSA delivery orders. We have three GSA Schedules and
are service-disabled veteran-owned small business subcontractors
on nine extremely large contracts held by large Federal contractors.
We have concentrated on opportunities with us being the prime. In
most cases, subcontracting work from a large business comes from
the small business finding the Federal work and using the prime’s
contract. We do not pay a prime contractor a percentage of our
work if we can possibly get the contract ourselves. We do not be-
lieve in the small contractor always waiting for the big contractor
to give it to them.

I have included a written request to Congress to close loopholes
in the GSA Schedule process wherein large businesses are allowed
to take away business intended for small businesses. This has ex-
isted for many years.

There are some Congressional actions that will streamline the
Federal Procurement Program for Veterans. In summary, assist the
Vet Force and veterans’ service organizations in changing legisla-
tion critically needed so we can move forward. Get rid of the “Rule
of Two.” This has been mentioned a couple of times already.

Two, program oversight is vital. Ensure the SBA, OMB, GSA,
and other pertinent agencies report to Congress each agency’s
quarterly actions taken in support of the Federal Procurement Pro-
gram for Veterans, their compliance with reporting requirements
such as 106-50 and 108-183. We know there in 106-50, there are
several things that haven’t been done from GSA, from SBA.

Program execution must be simple. If contracting officers are to
be held responsible, they should be given the authority and not
burdened by poor policy.
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Since I have a couple of seconds left here, I wanted to point out
one thing. I work a lot with service-disabled veteran-owned busi-
nesses. They call me because I have been in the business for a long
time, et cetera. There are some, like myself, who really can’t work
40—I cannot work a 40-hour week. I work 60 to 80 hours, but I
work in the middle of the night and everything else. I have had 24
operations since 1982. I am continually in the hospital, out, in, out.
I am still managing my company, and my HI Tech Services, the
only employee in there is me, and I don’t always get a salary. My
other company I work with, I am CEO. We have contacted about
400 service-disabled veteran-owned companies and we have an un-
derstanding with them that they can provide break fix on PCs, et
cetera within 30 minutes’ driving time of every VA hospital. We are
trying to help them get going. We have been somewhat successful.

So I have two companies. It sounds great. One is by myself and
the other one, we now have, I think, nine employees that we are
providing to the Government. I just want to say for myself, it is
sometimes difficult to work for a service-disabled veteran. We do
need some good parity with the 8(a)s and with the HUB Zone, and
I am more than willing to help with anybody, help write similar
legislation.

Cl}llairman KERRY. Well, we will do that. Thank you very, very
much.

[The prepared statement of Mr. Hesser follows:]
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Robert G. Hesser, Chief Executive Officer, HI Tech Services, Inc. January 31, 2007
Chief Executive Officer, Allied Technical Services Group

Good Morning Chairman Kerry, Ranking Member Senator Snowe, and other Members of
the Committee:

Let me first thank you for the opportunity to come before you today to share my views on the
Federal Procurement Program for Veterans. 1 am an Executive Member of the Task Force for
Veterans Entrepreneurship (TFVE). My comments today are my own. Most of my
recommendations for legislative changes are part of the Task Force’s submission to this
committee’s staff.

While the framers of PL 106-50 did a good job of setting up the program in 1999 to assist all
veterans interested in starting or expanding their own small businesses, it wasn’t until the
Veterans Benefits Act of 2003 (PL 108-183), Section 308, that a Federal Procurement Program
for Veterans was created. Under Section 308, contracting officers were to be given authority to
restrict competition or make sole source awards for procurements to service-disabled veteran
owned businesses (SDVOBs). Nonetheless, today, the simplified procedures used to sole source
and set-aside 8(a) and HUBzone procurements do not exist for SDVOB’s.

I believe that the Federal Acquisition Council’s and the Small Business Administration’s joint
efforts to effectuate Section 308 did, in fact, cause greater confusion. They created additional
subparts of the Code of Federal Regulations (CFR’s) and the Federal Acquisition Regulations
(FAR’s) that do not reflect what is in PL 108-183.

To encourage greater federal agency participation in the SDVOB procurement program the
President issued Executive Order 13-360. The Executive Order did heighten awareness
throughout the Federal government including large business contactors.

My entire adult life has involved service to the Federal government. I was U. S. Navy active
duty, a Federal Government employee and a government contractor. During my involvement I
have learned that a very high percentage of government employees possess a “collective
mindset” supporting the “corporate good.” They are good people. Government employees
working with contractors build business relationships. Some of the relationships last many
years. Of course, each Contracting Officer knows the contractor who is timely, the contractor
with reasonable prices, and in what action each contractor is at their best. The Contracting
Officer contacts the contractor to get what their agency customer needs.

When a new requirement is brought to their attention that is not within the scope of existing
contracts the contracting officer wants to use the most efficient, effective and lowest cost means
to put a new contract in place. Their customer needs a contract created in order to carry out a
mission. If the required product or service can be provided by a small business the contracting
officer will first consider the scope of existing small business contracts. Second, they will
consider contractors with whom they already work. This includes large business with an existing
subcontracting relationship with a small business capable of fulfilling the requirement. Third,
they are likely to consider inquiring the GSA Schedule system known as GSA Advantage. They
will not consider a service-disabled veteran-owned small business “sole source” or “set-aside.”
They will work with a SDVOB also certified as an 8(a) or HUBzone small business. Why?
Because they can award to the other two without any hassle or additional work and can take
credit through double or triple counting for goal accounting.
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I have spent thousands of dollars and thousands of hours over the past six years chasing leads,
creating new markets, educating government employees on new technology, and trusting that
new legislation will end inequities within the procurement system. The inequities still exist.

Several opportunities have been created by our marketing or were identified for us by prospective
federal customers. When the customer took the requirement to a contract office the contracting
officers have, in every case, found reason for not awarding us a sole-source or not setting it aside
for SDSVOB’s. All contracts awarded to us have been full-and-open, small business simplified
acquisitions, or GSA Delivery Orders. We have three GSA Schedules and are service-disabled
veteran-owned small business subcontractors on nine extremely large contracts held by large
federal contractors. We have concentrated on opportunities with us being the prime. In most
cases, subcontracting work from a large business comes from the small business finding the federal
work and using the prime’s contract. Some find this best for their business. We do not pay a prime
contractor a percentage of our work if we can get a contract of our own.

I have included a written request for Congress to close loopholes in the GSA schedule process
wherein large businesses are allowed to take away business intended for small businesses.

There are some congressional actions that will streamline the Federal Procurement Program for
Veterans. In summary, there are three:

1. Assist the Task Force for Veteran Entrepreneurship and Veteran Service Organizations in
changing legislation critically needed so we can move forward.

2. Program oversight is vital. Ensure the Small business Administration (SBA), the Office of
Management and Budget (OMB), the General Services Administration (GSA), and other
pertinent agencies report to Congress each agency’s quarterly actions taken in support of the
Federal Procurement Program for Veterans, their compliance with reporting requirements in P.L
106-50, 108-183, etc.

3. Program execution must be simple. If contracting officers are to be held responsible they
should be given the authority and not burdened by poor policy.

Thank you and this concludes my testimony.

Robert “Bob” Hesser

President and Chief Executive Officer

HI Tech Services, Inc,

12262 Streamvale Circle

Herndon, VA 20170

Office: (703) 318-8819 (Forwards to Cell After 3rd Ring)

hitp://www hits-inc.com
mailto;bhesser@hits-inc.com

HITS is a Service-Disabled Veteran-Owned Small Business

2004 SBA Veterans' Small Business Advocate DC District

Executive Member, Task Force for Veteran Entrepreneurship (TFVE)
Retired Master Chief Petty Officer (E9), Permanent Disability Retired List
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HI Tech Services, Inc., 12262 Streamvale Circle, Herndon, VA 20170-2512
(703) 318-8819 Fax, (703) 783-8536 www.hits-inc.com
h sciov_df January 31,2007

Attachment to Robert Hesser’s January 31, 2007 testimony to the “The Senate Committee on Small
Business and Entrepreneurship”

This is a request for legislative change to the Small Business Act (15 U.S.C. 644) necessary to right a
wrong against small business for many years. For many years the General Services Administration
(GSA) has exempted the Small Business Act from Blanket Purchase Agreements and orders placed
against GSA Schedule contracts.

I propose that the U. S. Congress close loopholes in the GSA schedule process wherein large businesses
are allowed to take away business intended for small businesses.

a. The General Services Administration (GSA) has rules and regulations exempting Federal
Acquisition Regulations (FAR), Part 19. FAR Part 19 represents small business procurement
regulations for federal government agencies. Part 19 and applicable CFR’s are derived from the
Small Business Act (15 U.S.C. 644).

b. FAR Part 8, section 8-404, “Use of Federal Supply Schedules” states;

(a) General. Parts 13 (except 13.303-2(c)(3)), 14, 15, and 19 (except for the
requirement at 19.202-1(e)(1)(iii)) do not apply to BPAs or orders placed
against Federal Supply Schedules contracts (but see 8.405-5). BPAs and orders
placed against a MAS, using the procedures in this subpart, are considered to
be issued using full and open competition (see 6.102(d)(3)). Therefore, when
establishing a BPA (as authorized by 13.303-2(c)(3)), or placing orders under
Federal Supply Schedule contracts using the procedures of 8.403, ordering
activities shall not seek competition outside of the Federal Supply Schedules or
synopsize the requirement.

¢. FAR Part 19.1404 was created by the FAR Council because of Public Law 108-183.

Public Law 108-183 states:

**(¢) Relationship to Other Contracting Preferences.--A procurement may not be made from a
source on the basis of a preference provided under subsection (a) or (b) if the procurement
would otherwise be made from a different source under section 4124 or 4125 of'title 18,
United States Code, or the Javits-Wagner-O'Day Act (41 U.S.C. 46 et seq.).”
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Robert G. Hesser, Chief Executive Officer, HI Tech Services, Inc. January 31, 2007
Chief Executive Officer, Allied Technical Services Group

FAR Part 19.1404 “Exclusions” states:

“This subpart does not apply to--
(a) Requirements that can be satisfied through award to--
(1) Federal Prison Industries, Inc. (see Subpart 8.6);

(2) Javits-Wagner-O'Day Act participating non-profit agencies for the blind or
severely disabled (see Subpart 8.7);

b) Orders under indefinite delivery contracts (see Subpart 16.5);

©) Orders against Federal Supply Schedules (see_Subpart 8.4);

(d) Requirements currently being performed by an 8(a) participant or requirements SBA
has accepted for performance under the authority of the 8(a) Program, unless SBA has
consented to release the requirements from the 8(a) Program; or

(e) Requirements for commissary or exchange resale items.”

d. As reflected above FAR Part 19.1404 Exclusions go far beyond the preferences in Public Law
108-183.

There is nothing in Public Law 108-183 or the Small Business Act excluding “orders under
indefinite delivery contracts” or “orders against Federal Supply Schedules.” If FAR Subpart
16.5 and 8.4 are not allowed to exempt Part 19 the exclusions in subparagraphs (b) and (c) of
FAR Part 19.1404 would not exist.

RECOMMENDED ACTION:

Section 15 of the Small Business Act (15 U.S.C. 644), as amended by this Act, is amended by
adding at the end the following:

“‘(w) There shall be no acquisition, contracting, or procurement policy, regulation, rule
or other document exempting requirements of this Act.”
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Addendum to Robert Hesser’s January 31, 2007 “Testimony for the Senate Committee on Small
Business and Entrepreneurship”

I want to enter the following items for committee consideration.

1. Eliminate the “Rule of Two” wherein a contracting officer has to know of two or more SDVOBs before a
contract award can be made.

2. Create a level playing field between SDVOBs, 8a(s), and Hubzones. The use of “May™ should be changed
to “Shall” and all other references to the use of 8a and/or Hubzone companies should also include SDVOBs.

3. Small business subcontracting plans submitted by large prime contractors should be monitored more closely.
Liquidated damages and/or elimination of future contracts should be imposed for failure to comply.

4. Provide a Price Evaluation Preference of 10% for SDVOBs in acquisitions conducted using full and open
competition.

5. Allow the VA to implement a verification program for Veteran Business Owners.

6. Increase the government-wide small business goals from 23% to 28%.

7. Withhold funds from prime contractors that fail to pay their VOB and/or SDVOB subcontractors.
8. Performance Reviews of Senior Officials.

9. Alleviate barriers to discrimination and expansion of SDVOBs by providing better oversight and frequent
monitoring of the implementation of the Small Business Act.

10. Make it mandatory that agencies consider past experiences and performance of the veteran business owner
and/or key personnel when evaluating past performance of the company.

11. Aid to Reserve business owners when key personnel are called to active duty;
12. SBA Surety Bonding levels necessary to support SDVOSB success in the federal marketplace;

13, Altow for succession; to continue the status of the SDVOB for 10-years following the death of the service
disabled veteran.

14. Capital formation funding needed to help with business growth for all VOB/SDVOBs.

15. Increase the use of Procurement Center Representatives (PCRs) and Commercial Marketing
Representatives (CMRs) under the SBA Prime Contracts and Subcontracting Assistance Programs.

CONTACT: Bob Hesser, (703) 318-8819, bhesser@hits-inc.com
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Addendum TWO to Robert Hesser’s January 31, 2007 “Testimony for the Senate Committee on Smal!
Business and Entrepreneurship”

The following represents statements with recommended actions.

1. STATEMENT: Eliminate the “Rule of Two” wherein a contracting officer has to know of two or
more SDVOBs before a contract award can be made.

RECOMMENDED ACTION:
“TEMPORARY WAIVER
(a) In General- Notwithstanding any other provision of law, section 36(a)(1) of the Small Business Act
(15 U.S.C. 657f(a)(1)) does not apply to the award of a contract to a small business concern owned and
controlled by service-disabled veterans during the 60-month period beginning on the date of enactment
of this Act and ending on the last day of the 60" month, except for the requirement that the concern be
determined to be a responsible contractor with respect to performance of such contract opportunity.
(b) Report to Congress- The Administrator shall submit to Congress an annual report concerning the
impact of the temporary waiver authority under subsection (a) on contract awards for small businesses
owned and controlled by service-disabled veterans.”

2. STATEMENT: Create a level playing field between SDVOBs, 8a(s), and Hubzones. The use of

“May” should be changed to “Shall” and all other references to the use of 8a and/or Hubzone companies
should also include SDVOBs.

RECOMMENDED ACTION:
CONTRACTING AUTHORITY
Section 36(a) of the Small Business Act (15 U.S.C. 657(a)) is amended in the matter preceding

paragraph (1), by striking ““may’” and inserting ‘“shall”’.

3. STATEMENT: Small business subcontracting plans submitted by large prime confractors should be
monitored more closely. Liquidated damages and/or elimination of future contracts should be imposed
for failure to comply.
RECOMMENDED ACTION:

“Section 8 of the Small Business Act (15 U.S.C. 637) is amended by adding at the end the following:

(0) PREVENTION OF MISREPRESENTATIONS IN SUBCONTRACTING; IMPLEMENTATION
OF COMPTROLLER GENERAL RECOMMENDATIONS
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(1) STATEMENT OF POLICY - It is the policy of Congress that the recommendations of the
Comptroller General of the United States in Report No. 05-459, concerning oversight improvements
necessary to ensure maximum practicable participation by small business concerns in
subcontracting, shall be implemented government wide, to the maximum extent possible.

(2) CONTRACTOR COMPLIANCE. - Compliance of Federal prime contractors with small
business subcontracting plans shall be evaluated as a percentage of obligated prime contract dollars,
as well as a percentage of subcontracts awarded.

(3) ISSUANCE OF AGENCY POLICIES.—Not later than 180 days after the date of enactment of
this subsection, the head of cach Federal agency shall issue a policy on small business
subcontracting compliance, including assignment of compliance responsibilities between
contracting, small business, and program offices and periodic oversight and review activities.”.

4. STATEMENT: Provide a Price Evaluation Preference of 10% for SDVOBs in acquisitions conducted
using full and open competition.
RECOMMENDED ACTION:
“Section 36 of the Small Business Act (15 U.S.C. 637) is amended by adding at the end the following:
(e) PRICE EVALUATION PREFERENCE During the period beginning on the date of enactment of
this Act and ending on September 30, 2011, the head of each Federal agency shall extend a 10

percent price evaluation preference in full and open competitions to any small business concern
owned and controlled by service-disabled veteran(s).”

3, STATEMENT: Allow the VA to implement a verification program for Veferan Business Owners,

RECOMMENDED ACTION:
“Section 36 of the Small Business Act (15 U.S.C. 637) is amended by adding at the end the following:

(f) Eligibility of Small Business Concerns- A small business concern may be awarded a contract
under this section only if the small business concern and the veteran owner of the small business
concern are listed in the database of veteran-owned businesses maintained by the Secretary of the
Veterans Affairs under section 8127(f) of the Veterans Benefits, Health Care, and Information
Technology Act of 2006 (38 U.S.C. 8127(f)).”



76

6. STATEMENT: Increase the government-wide small business goals from 23% to 28%.

RECOMMENDED ACTION:

“Section 15(g) of the Small Business Act (15 U.S.C. 657f(a)) is amended in paragraph (1), by striking
23" and inserting ‘28",

7. STATEMENT: Withhold funds from prime contractors that fail to pay their VOB and/or SDVOB
subcontractors.

RECOMMENDED ACTION:
PILOT PROGRAM ON DIRECT PAYMENTS TO SUBCONTRACTORS.

“(a) IN GENERAL .—Section 8(d) of the Small Business Act (15 U.S.C. 637(d)), as amended by this
Act, is amended by adding at the end the following:
(12) TIMELY PAYMENT TO SMALL BUSINESS SUBCONTRACTORS —

(A) IN GENERAL.-—Subject to subparagraph (B), the failure of a civilian agency prime
contractor to make a timely payment, as determined under the contract with the subcontractor, to a
subcontractor that is a small business concern shall be a material breach of the contract with the
Federal agency.

(B) CONSIDERATION OF PERFORMANCE.—Before making a determination under
subparagraph (A), the contracting officer shall consider all reasonable issues regarding the cir-
cumstances surrounding the failure to make the timely payment described in subparagraph (A).

(Cy WITHHOLDING OF PAYMENTS.—Not later than 30 days afler the date on which a
material breach is determined by the contracting officer under subparagraph (A), the Federal agency
may withhold any amounts due and owing the subcontractor from payments due to the prime
contractor and pay such amounts directly to the subcontractor.””

(b) SUNSET.—The amendment made by this section shall remain in effect during the period beginning
on the date of enactment of this Act and ending on September 30, 2009.”

8. STATEMENT: Performance Reviews of Senior Officials.

RECOMMENDED ACTION:
ESTABLISHING EQUALITY IN PROCUREMENT FOR SMALL BUSINESS

“Section 10 of the Small Business Act (15 U.S.C. 644), as amended by this Act, is amended by adding at
the end the following:
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“(i) SMALL BUSINESS PERFORMANCE OF AGENCY LEADERSHIP —Not later than 270 days
after the date of the enactment of this subsection, the Administrator, together with the Administrator for
Federal Procurement Policy and the head of any other appropriate Federal agency, shall jointly establish a
policy on rewarding and sanctioning performance of Federal managers with regard to compliance with
this Act with specific reporting concerning meeting goals set forth under section 15 of this Act.”

9, STATEMENT: Alleviate barriers to discrimination and expausion of SDVOBs by providing better
oversight and frequent monitoring of the implementation of the Small Business Act.

RECOMMENDED ACTION:
MEETING SMALL BUSINESS GOALS

“Section 15 of the Small Business Act (15 U.S.C. 644), as amended by this Act, is amended by adding at
the end the following:

“(u) MEETING SMALL BUSINESS GOALS,.—Before setting aside a contract for small business
concerns, Federal agency contracting officers shall consider setting aside the contract for small business
concerns owned and controlled by service disabled veterans, qualified HUBZone small business
concerns, small business concerns owned and controlled by socially and economically disadvantaged
individuals, small business concerns owned and controlled by women, or any other subcategory of small
business concerns for which goals may be established by law, regulation, or policy, in the order in which
the goals for such subcategories of small business concerns under subsection (g)(2) were not met by the
agency in the fiscal year before the fiscal year of such consideration, from the most deficient to the least
deficient.””.

10. STATEMENT: Close loopholes in the GSA scheduie and Blanket Purchase Agreements (BPA’s)
wherein large businesses are allowed to take away business intended for small businesses.,

a. The General Services Administration (GSA) has rules and regulations exempting Federal
Acquisition Regulations (FAR), Part 19. FAR Part 19 represents small business procurement
regulations for federal government agencies, Part 19 and applicable CFR’s ave derived from the
Small Business Act (18 U.8.C. 644),

b. FAR Part 8, section 8-404, “Use of Federal Supply Sehedules” states;

(a) General Parts 13 (except §3,303-2(¢)(3)), 14, 15, and 19 (except for the
requirement at 19.202-1(e)} 1)(iii)) do not apply to BPAs or orders placed against
Federal Supply Schedules contracts (but see 8.405-5). BPAs and orders placed
against a MAS, using the procedures in this subpart, are considered to be issned
using full and open competition {see 6.102(d)(3}). Therefore, when establishing a
BPA (as authorized by 13.303-2(¢}(3)), or placing orders under Federal Supply
Schedule contracts using the procedures of 8,405, ordering activities shall not seek
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competition outside of the Federal Supply Schedules or synopsize the
requirement.

¢, FAR Part 19.1404 was created by the FAR Council because of Public Law 108-183.

Public Law 108-183 states:

(e} Relationship to Other Contracting Preferences.—A procurement may not be made from a
source on the basis of a preference provided under subsection (a) or (b) if the procurement
would otherwise be made from a differeunt source under section 4124 or 4128 of title 18, United
States Code, or the Javits-Wagner-QO'Day Act (41 ULS.C. 46 et seq.).”

FAR Part 19.1404 Exclusions, state:

“This subpart does not apply to--
(a) Requirements that can be satisfied through award to--
(1) Federal Prison Industries, Inc. (see Subpart 8.6)%

(2) Javits-Wagner-O'Day Act participating non-profit agencies for the blind or
severely disabled {see Subpart 8.7}

()] Orders under indefinite delivery contracts (see Subpart 16.5%

{c} Orders against Federal Supply Schedules (sce_Subpart 8.4);

(d) Requirements currently being performed by an 8(a) participant or requirenients SBA
has accepted for performance under the authority of the 8(2) Program, unless SBA has
consented to release the requirements from the 8(2) Progran; or

(e} Reguirements for commissary or exchange resale items.”

d. As reflected above FAR Part 19,1404 Exclusions go far beyond the preferences in Public Law
108-183.

There is nothing in Public Law 108-183 or the Small Business Act excluding “orders under
indefinite delivery contracts™ or “orders against Federal Supply Schedules.” H FAR Subpart
16,5 and 8.4 are not allowed to exempt Part 19 the exclusions in subparagraphs (b) and (¢) of
FAR Part 19.1304 would not exist,

RECOMMENDED ACTION;

“Section 15 of the Small Business Act (15 U.S.C. 644), as amended by this Act, is amended by adding at
the end the following:

““(w) There shall be no acquisition, contracting, or procurement policy, regulation, rule or other
document exempting requirements of this Act.”
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11. STATEMENT: Make it mandatory that agencies consider past experiences and performance of the
veteran business owner and/or kev personnel when evaluating past performance of the company.

RECOMMENDED ACTION:
ESTABLISHING EQUALITY IN PROCUREMENT FOR SMALL BUSINESS

“Section 36 of the Small Business Act (15 U.S.C. 644), as amended by this Act, is amended by adding at
the end the following:

“(g) Ensuring veteran-owned an service-disabled veteran-owned small business owners are provided
equal opportunity in establishing past performance for awarding contracts. Not later than 270 days after
the date of the enactment of this subsection, the Administrator, together with the Administrator for
Federal Procurement Policy, Administrator General Services Administration, Secretary of Veteran
Affairs, and the Secretary of Defense, shall jointly establish a policy on evaluating past performance of
the veteran business owner and/or key personnel when evaluating past performance of the veteran or
service-disabled veteran-owned company. Past military and civilian performance will be given equality
when compared to those with past business experience gained when veterans were serving in the military.
The policy derived from action taken under this subsection will be promulgated to contracting personnel
who will, in turn, be required to use the policy to guide them in evaluating awards to veteran-owned and
service~disabled veteran-owned small businesses,”

12, STATEMENT:  Aid to Reserve business owners when key personnel are ealled to active duty;
RECOMMENDED ACTION:

“$ 25,000 Grant when the company has { to 9 employees; $ 50,000 Grant when the company has 10 to 25
employees; $100,000 Grant when the company has more than 25 employees; $100,000 maximum low
interest line of credit (LOC) when the company has 1 to 9 employees; $500,000 maximum Low interest
Line of Credit (LOC) when the company has 10 to 25 employees; $1 million maximum low interest LOC
when the company has more than 25 employees; and Affordable business insurance for the principle
company officers who are called to Active Duty.

FINDINGS

Congress finds the following:

(1) From September 2001 through November 2004, approximately 410,000 members of the Guard or
Reserve, have been mobilized in support of United States military operations.

(2) According to 2004 data from the Manpower Data Center of the Department of Defense, an estimated
35 percent of members of the Guard or Reserve are either self-employed or own or are employed by a
small business concern.
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(3) The majority of privately employed members of the Guard or Reserve either work for a small business
concern or are self-employed.

(4) As a result of activations, many small business concerns have been forced to go without their owners
and key personnel for months, and sometimes years, on end.

(5) The effects have been devastating to such patriotic small business concerns.
(6) The purpose of this subtitle is to stem the effects of deployments of members of the Guard or Reserve
on small business concerns, and better assist veterans and service-disabled veterans with their business
needs.
GUARD AND RESERVE LOANS.

(a) IN GENERAL .—Section 7(b)(3) of the Smalil Business Act (15 U.S.C. 636(b)(3)) is amended—

(1) in subparagraph (E), by striking ““$1,500,000”" each place such term appears and inserting
¢$2,000,000""; and

(2) by adding at the end the following:

(G) Notwithstanding any other provision of law, a loan not greater than $25,000 may be made
under this paragraph without collateral.

(H) The Administrator shall give priority to any application for a loan under this paragraph, and
shall process and make a determination regarding such applications prior to processing or
making a determination on other loan applications under this subsection, on a rolling basis.
(b) LOAN INFORMATION,—

(1) IN GENERAL .—The Administrator and the Secretary shall develop a joint website and printed

materials providing information regarding the program under section 7(b)(3) of the Small Business

Act.

(2) MARKETING.—The Administrator is authorized—

(A) to advertise and promote the program under section 7(b)(3) of the Small Business Act jointly
with the Secretary and veteran’s service organizations; and

(B) to advertise and promote participation by lenders in such program jointly with trade
associations for banks or other lending institutions.

STUDY OF INSURANCE PROGRAM FOR MEMBERS OF THE GUARD AND RESERVE.

(a) IN GENERAL.—The Administrator and the Secretary shall jointly conduct a study of the feasibility
of—

(1) creating a business mobilization and interruption insurance program for members of the Guard or
Reserve who own or operate small business concerns;
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(2) creating an insurance program to repay debts to the Administrator in the event of the death or
significant injury of a member of the Guard or Reserve who is on active duty; and

{3) increasing the use of credit unions affiliated with the Department of Defense in programs admin-
istered by the Administrator.

) REPORT.—«NOt later than 6 months after the date of enactment of this Act, the Administrator and the
Secretary shall submit a joint report to the Committee on Small Business and Entrepreneurship of the
Senate and the Committee on Small Business of the House of Representatives regarding the study
conducted under subsection (a).

GRANT ASSISTANCE FOR MILITARY RESERVISTS” SMALL BUSINESS CONCERNS.

(a) AUTHORIZATION OF GRANTS.—Section 7(b)(3)(B) of the Small Business Act (15 U.S.C.
636(b)(3)(B)) is amended by inserting *‘or grants”” after “‘or deferred basis)”’.

(b) GRANT SPECIFICATIONS.—Section 7(b)(3) of the Small Business Act (15 U.S.C. 636(b)(3)), as
amended by this Act, is amended by adding at the end the following:

(1) Grants made under subparagraph B)—
““(i) may be awarded in addition to any loan made under subparagraph
(B);
““(ii) shall not exceed $25,000; and
¢“(iit) shall be made only to a small business concern—
‘(1) that provides a business plan demonstrating viability for not less than 3 future years;
“(I1y with 10 or fewer employees;

““(I1T) that has not received another grant under subparagraph (B) in the previous 2 years.””

¢4(iv) shall not exceed $50,000; and
““(v) shall be made only to a small business concern—

“(I) that provides a business plan demonstrating viability for not less than 3 future years;
‘(1) with 11 to 25 employees;
““(111) that has not received another grant under subparagraph (B) in the previous 2 years.””.

“*(vi} shall not exceed $100,000; and *“(vii) shall be made only to a
small business concern—

‘(1) that provides a business plan demonstrating viability for not less than 3 future years;

“(11) with more than 25 employees;
““(111) that has not received another grant under subparagraph (B) in the previous 2 years.”.
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{c) AUTHORIZATION OF APPROPRIATIONS.—Section 20(e)(2) of the Small Business Act (15
U.S.C. 631 note), as amended by this Act, is amended by inserting after subparagraph (B) the following:

© “(C) GRANT ASSISTANCE FOR MILITARY

RESERVISTS’ SMALL BUSINESSES.—There are
authorized to be appropriated for grants under
section 7(b)(3)(B) for each of fiscal years 2007
through 2009,

13. STATEMENT: SBA Surety Bonding levels necessary to support SDVOSE success in the federal
marketplace;

RECOMMENDED ACTION:

Surety Bond Guarantee Program bonding limits should be revised upward to $15,000,000 for small
businesses to insure their competitiveness in today’s construction environment,

14, STATEMENT: Allow for succession; to continue the status of the SDVOB for up to 10 years
following the death of the service disabled veteran,

RECOMMENDED ACTION:
“Section 36 of the Small Business Act (15 U.8.C. 637) is amended by adding at the end the following:
(h) Treatment of Businesses After Death of Veteran-Owner-

(1) If the death of a service-disabled veteran causes a small business concern to be less than 51
percent owned by one or more service~disabled veteran, the surviving spouse of such veteran
who acquires ownership rights in such small business concern shall, for the period described
in paragraph (2), be treated as if the surviving spouse were that veteran for the purpose of
maintaining the status of the small business concern as a small business concern owned and

controtled by service-disabled veterans.

(2) The period referred to in paragraph (1) is the period beginning on the date on which the
veteran dies and ending on the earliest of the following dates:

(A) The date on which the surviving spouse remarries.

(B) The date on which the surviving spouse relinquishes an ownership interest in the
small business concern.

(C) The date that is ten years after the date of the veteran's death.”
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15, STATEMENT: Capital formation funding needed to help with business growth for all VOB/SDVOBs:
RECOMMENDED ACTION:

(a) Persons receiving loans must practice veterans preference,

(b) After 3% year of loan, business must demonstrate outreach to the community, and

(c) demonstrate business-to-business with other VOB and SDVOBs.

16. STATEMENT: Awarding a contract under the authority of the Small Business Act is the result of
limiting competition to small business firms. If a small business firm qualifies as one of the
sociocconomic groups or a veteran-owned or service-disabled veteran-owned small business the award
qualifies to be reported to the President and Congress under the small business goals attained by each
agency. If, 8(a) contracting procedures are used for the award, the award should be counted under 8(a)
goal achievement only because the award was protected under 8(a) limited competitive procedures within
the Small Business Act.

Today, the procedures in effect within all agencies permits reporting a limited competitive award within
one group as being under any other group for which the protected small business qualifies. For example,
if an 8(a) firm whose owaer also qualifies as a woman-owned, HubZone and service-disabled veteran-
owned small business the agency reports identical contract value under 8(a), WOB, HubZone, and
SDVOSB goal achievement.

The reported procurement dollars claimed to be awarded to SDVOSB’s are nof accurate. They are.in
fact, known by the reporting agency to be multiple counts. There are no laws, policy, or regulations
preventing multiple counting. Without complete aceurate accounting of all awarded contracts it is not
possible to state the exact percentage of procurement dollars awarded to small business. I believe that
instead of the total Federal 23% plus goal federal agencies say they met, the actual percentage is more
like 11%.

It is highly recommended that the Small Business Act be changed to reflect that multiple counting is not
allowed.

RECOMMENDED ACTION:

“Section 135 of the Small Business Act (15 U.S.C. 644) is amended, by adding subparagraph 15(g)(2)X(G)
by inserting:

“Reports submitted under Part 15 of this Act concerning goals achievement will include only the
procurement dollar value of the socioeconomic group or veteran-owned, or service-disabled veteran-
owned small business restricted competition used for awarding the contract The practice known as
“duplicate counting” or “multiple counting” will not be performed under this Act. Each award
protected by this Act will be counted only once in reporting goal achievement under this Act.”

CONTACT: Bob Hesser, (703) 318-8819, bhesseri@hits-inc.com
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Chairman KERRY. Mr. Daywalt.

STATEMENT OF THEODORE L. DAYWALT, CHIEF EXECUTIVE
OFFICER AND PRESIDENT, VETJOBS, MARIETTA, GEORGIA

Mr. DAYWALT. Good morning, Mr. Chairman, Senator Kerry,
Ranking Member Senator Snowe, staff members. It is a pleasure
to be here before the Committee. You will have to excuse my voice.
I just had a major neck operation, and unfortunately, they put the
][O)lagce right behind my vocal cords. Some days are good, some are

ad.

Chairman KERRY. If you hadn’t have said anything, we wouldn’t
have known.

Mr. DAYWALT. Well, thank you. It is an honor to be here. I would
ask that my written testimony be entered into the record. I appre-
ciate your doing that. In my written testimony, I present

Chairman KERRY. Let me correct myself. We are going to leave
the record open for two weeks, so I stand corrected.

Mr. DAYWALT. In my written testimony, I present some sugges-
tions from the position of being a businessman for nearly 30 years
as well as a drilling Navy Reservist. The most important of my
suggestions, which you have already heard several times here
today, is the Rule of Two needs to be eliminated and Federal con-
tractors need to have the ability to sole source directly to small vet-
eran-owned businesses.

However, I want to bring to your attention the second half of my
written testimony that discusses the new DOD policy extending
call-ups for the Guard and Reserve. Corporate America is not going
to put up with this. I have been in corporate America. I have run
billion-dollar operations, million-dollar operations. It is not going to
happen.

At a press conference on January 11, Dr. David Chu, the Under
Secretary of Defense for Personnel and Readiness, was quoted as
saying, “The fact that some with previous Iraq experience will end
up spending more than 24 months on active duty is no big deal.”
It is a big deal.

Since the announcement of the new policy, I have had the oppor-
tunity to talk to dozens of HR managers, senior executives from
different corporations throughout the United States, and many of
them brand-name companies, but they want to remain confidential
because of the USERRA and other laws, but uniformly, they say
they cannot support the new policy because it puts their human re-
source managers and their recruiters in a very precarious situa-
tion. It is a quandary that they have got to face.

One senior HR executive in a major company commented that in
light of the new policy, they will continue to support current em-
ployees who have been activated, but will no longer hire members
of the Guard and Reserve, and that is pretty uniform. All seem to
agree with that position.

Another explained it to me this way. If I have three final can-
didates for a position who are all equally qualified and one men-
tions that they are a member of the Guard or Reserve, I now have
two final equally qualified candidates.

You see, companies have a fiduciary responsibility to their share-
holders to run an efficient and profitable operation and they can’t
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do that if they cannot count on having their employees, their
human capital, present, readily available to work. While for many
this is just common sense, those making the decisions on how to
utilize the Guard and Reserve at DOD seem to have missed the
point of what corporate America is saying.

This week, I received an e-mail from a Master Sergeant who is
a recruiter for the National Guard in Fort Lee, Virginia. Here is
the concern this recruiter expressed.

As an AGR soldier with a spouse that is a TPU member, I find this new policy
very disturbing. How can our government ever conclude that it is okay to add more
uncertainty to serving in the Reserve? I recently interviewed a soldier who chose

not to affiliate with the Guard because of her fear that her employer would not sup-
port her service.

And that is just the tip of the iceberg.

Last week, I met a Navy Reserve Commander who had 7 years
active duty and the rest of it in the Navy Reserve, a total of 16
years’ service, and he is going to resign his commission because of
this new policy. He is a financial analyst with a major corporation
and he is up for a promotion. He can’t take that promotion if he
is going to be called up for 24 months. In fact, when I used to be
president of different companies, I would have had to quit the Navy
Reserve because my board would never have tolerated me being
gone for 24 months. I couldn’t have been the president.

This is appalling, but more appalling is what corporate America
is quietly saying. Following the policy announcement, Workforce
Magazine, which is read by a lot of senior executives and HR man-
agers, ran a poll the week of January 15 that asked, “If you as an
employer knew that a military Reservist or National Guard mem-
ber could be called up and taken away from their job for an inde-
terminate amount of time, would you still hire the citizen soldier?”
The results are staggering. Only 29 percent said yes. Fifty-four per-
cent said no and 17 percent said, don’t know. I think the 17 percent
were afraid they might be identified, so they said, “don’t know.”
But the fact that there is even one employer that would say no dis-
turbs me.

This new policy will hurt veteran-owned companies, because
guess where a lot of the service-disabled veterans work at, and the
ones that get called up, the Guard and Reserve. They work in vet-
eran-owned companies.

This policy is the straw that is going to break the back of cor-
porate America’s support for our Guard and Reserve system, which
has worked very well for the last 100 years. Without corporate
America’s support, the citizen soldier system cannot work, and that
is a big deal.

That concludes my testimony. I appreciate your time. If you have
any questions, I would be more than happy to answer them.

Chairman KERRY. That is very important testimony.

[The prepared statement of Mr. Daywalt follows:]
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EXECUTIVE SUMMARY

Over the years, there have been mény good laws passed in recognition and support of those that
served in our Armed Forces. But it wasn’t until 1999 that Congress found that: {quotes from the
Findings Section of PL 106-50)

(1) “Veterans of the United States Armed Forces have been and continue to be vital to the small
business enterprises of the United States;

(2) In serving the United States, veterans often faced great risks to preserve the American dream
of freedom and prosperity;

(3) The United States has done too little to assist veterans, particularly service-disabled veterans,
in playing a greater role in the economy of the United States by forming and expanding small
business enterprises;

(4) Medical advances and new medical technologies have made it possible for service-disabled
veterans to play a much more active role in the formation and expansion of small business
enterprises in the United States; and

(5) The United States must provide additional assistance and support to veterans fo better equip
them to form and expand small business enterprises, thereby enabling them to realize the
American dream that they fought to protect.”

Agencies and large Prime contractors have yet to reach their 3% mandatory goals for procuring

goods and services from SDVOBs. The biggest impediment to increasing contracts to SDVOBs is

the “Rule of Two.” Following a discussion of the issues, I suggest the following be considered:

Eliminate the Rule of Two ‘

Permit federal contracting officers to sole source business to SDVOBs and SVOBs

Implement mandatory hiring levels of veterans in all federal agencies.

Stronger tax incentives to hire returning veterans, especially disabled veterans

Strengthen the Veterans Federal Procurement Program for VOBs by increasing contract

awards, resources, and support without including them in the 8a program.

»  Alleviate barriers to discrimination and expansion of veteran owned businesses by
providing better oversight and frequent monitoring of the implementation of EO 13-360.

» Small business subcontracting plans submitted by large prime contractors should be
monitored closely to ensure they are including veteran owned businesses in the process.

» Provide a Price Evaluation Preference of 10% for veteran owned businesses in
acquisitions conducted using full and open competition.

* Close loop holes in the GSA schedule wherein large businesses are allowed to take away
business intended for small businesses, especially veteran owned businesses.

e Restore veteran hiring preference and effect an enforcement mechanism so all federal
agencies will provide veterans preference.

”» & ¢ ¢ o

This testimony concludes with a discussion concerning the new DOD policy of extending the
time National Guard and Reserve personnel can be called up. This policy will not be supported by
employers, whose support is necessary for the success of the citizen soldier concept. And it
negatively affects SDVOBs and SVOBs.
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WRITTEN TESTIMONY

Introduction

Good Morning Chairman and members of the Senate Committee on Small Business and
Entrepreneurship. Let me first thank you for the opportunity to come before the
Committee today to share with you information that is relevant to the Committee’s
discussions on Federal Small Business Assistance Programs for Veterans and Reservists.
It is an honor to be here. VetJobs has a unique vantage point on these discussions as by
the nature of our business, VetJobs deals with veteran owned businesses nationwide on a
regular basis.

The mission of VetJobs is to assist veterans, their spouses and dependents find quality
jobs with employers worldwide. Since our launch on Veterans Day in 1999, VetJobs has
assisted tens of thousands of veterans and their family members meet the recruiting needs
of thousands of companies. As we speak today, there are over 30,000 jobs on the VetJobs
site from hundreds of patriotic companies who want to hire veterans and their family
members,

VetJobs is a company owned and staffed by veterans or military family members and is
recognized as the leading military related job board on the Internet. Vetlobs is sponsored
by the Veterans of Foreign Wars, endorsed by the Vietnam Veterans of America and for
four years has been voted to the WEDDLE’s User’s Choice Award, the only military
related job board to be voted four years running. This award marks VetJobs as one of the
top job boards on the Internet out of 40,000 job board sites!

As a businessman, I would like to suggest that in your deliberations on assessing any
future small business assistance that you give emphasis to making existing programs
stronger rather than creating a rash of new programs. There may be occasions to create
new programs when the need is determined to be great enough to justify the action.
However, strengthening existing programs and not increasing the size of the bureaucracy
should be given precedence in your deliberations.

Veterans have been receiving assistance from many federal agencies over the years.
Examples include the Veterans Employment and Training Service (VETS) at the
Department of Labor, the myriad programs at the Veterans Administration and the Small
Business Administration, and programs provided by the Defense Department.

As a former drilling Navy reservist, I am very pleased that VETS and the National
Comnmittee for Employer Support of the Guard and Reserve (ESGR) have been
exceptional in getting employers to understand the Uniformed Services Employment and
Reemployment Rights Act (USERRA). What concerns me is the recent rise of USERRA
complaints. I will discuss this more later.
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PL 106-50, originally known as The Veterans Entrepreneurship and Small Business
Development Act, was important in setting a government wide goal for participation
service disable veteran owned businesses (SDVOBs). PL 106-50 states that not less than
3% of the total value of all prime contract and subcontract government awards each year
shall go to SDVOBs. But this goal has not been met. Agencies indicate that this is
because no mechanism has be legislated that allows them to reach the goal. Now that four
years have passed since the passage of PL 106-50, Section 308, it should be revisited and
revised to meet the needs of today’s SDVOBs and add provisions for small veteran
owned businesses (SVOBs).

Discussion

What follows is a discussion of my observations as a businessman and former drilling
Navy Reservists who interacts with federal agencies, corporations, including veteran
owned businesses, and veterans and their family members who are seeking work.

While the framers of PL 106-50 set up a good program in 1999 to assist all veterans
interested in starting or expanding their own small businesses, it was not until the
Veterans Benefits Act of 2003, Section 308, that a Federal Procurement Program for
Veterans was created, particularly for disabled veterans.

Under Section 308, contracting officers were given the authority to restrict competition or
make sole source awards for procurement to service disabled veteran owned businesses
(SDVOBs). Unfortunately, due to systemic issues federal contracting officers for the
most part have not complied to the level they would like with PL 106-50. Executive
Order 13-360 says agencies are to implement the laws to create procurement
opportunities for SDVOBs, but this still is not happening.

Agencies and large prime contractors have not met their 3% mandatory goals for
procuring goods and services from SDVOBs. One of the biggest impediments to
increasing the contract activity is the “Rule of Two.” The Rule of Two is a major
impediment to veteran business success under PL 106-50, 108-183 and EO 13-360.

To be fair, many federal contracting officers are frustrated with the difficulty in awarding
procurements directly to veteran owned businesses. The contracting officers need greater
freedom and discretion in selecting veteran owned companies to meet their agency’s
goals.

The Rule of Two as introduced under PL 108-183 is contained in Part 19 FAR, and the
Code of Federal Regulations (CFR) 13 CFR, Part 125. The Rule of Two states ifa
contracting officer knows of two or more SDVOBs that can do the work, then the
requirement must be competed and a sole source award can not be made. If sole source
can not be made, then the requirement may be competed among SDVOBs only under
restricted competition.
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Federal Government contracting officers are often under pressure to get requirements
awarded quickly, and although there is a SDVOB that can do the job, they routinely go
to 8(a) sole source, since the Rule of Two will not allow them to deal with the SDVOB
on a sole source basis. In these cases, the Government contracting officer does not have
time to even consider restricted competition among SDVOBs because of time factors.
Thus, the SDVOB suffers and the government agency looses an opportunity to add to its
3% Goal under the law.

SBA 8(a) Firms have no such Rule and are awarded single sole source awards for their
self marketing activities under part 19 FAR. For SBA 8(a) firms there can be a multitude
of 8(a) firms and the Contracting Officer can still elect to sole source to just one without
competitive procurement activity. I would suggest to the Committee that you consider
giving federal contract officers the ability to award contracts on a sole source to SDVOBs
and small veteran owned businesses (SVOBs) the same way the contracting officer can
make awards for SBA 8(a) firms.

While the Department of Defense announced earlier this month announced several
initiatives to expand contracting for small, disadvantaged businesses and change their use
of the Rule of Two, the rule itself should be eliminated completely if we are to give all
veterans the opportunity they have earned.

And I trust that is the goal of your deliberations, to give veterans the opportunity to start
successful businesses.

When I look for reasons why veteran owned businesses are not getting their share of
federal business as proscribed by law, I frequently think it has much to do with the
background of those making the decisions. The lack of military experience or knowledge
of the military immediately becomes apparent. In 1970, one in ten people who worked in
the United States had served in the military. Today it is over one in two-hundred and
growing. Having an all volunteer force for 35 years means there are now two generations
of Americans who have had no exposure, much less an understanding, of today’s
military. With no understanding or appreciation of what the military brings to the
economy of the country, and the skills that veterans have to offer, it is easy for some to
overlook giving business to veteran owned companies. There is no true appreciation of
what the veterans have done. A way to correct this would be to implement a mandatory
hiring level of veterans in all federal agencies, particularly those agencies that deal with
the military and veterans, such as the Veterans Administration, Department of Labor, the
Small Business Administration and the civilian arm of the Department of Defense.
Amnother move that would help would be to restore the veteran preference to something
that is meaningful and that has an effective enforcement mechanism.

On January 11, Secretary of Defense Robert Gates and General Peter Pace, Chairman of
the Joint Chiefs of Staff announced that the policy on the use of the Guard and Reserve
was changing such that National Guard and Reserve personnel can be called up for longer
periods of time and more frequently. As discussed further below, this policy will not be
supported by corporate America. The policy also will be destructive to many SVOBs
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since many Guard and Reserve personnel own their own businesses. The loan programs
that have been implemented to assist the Guard and Reserve personnel who are called up
have onerous requirements. And once a person takes advantage of these loan programs, if
they are called up a second or third time they do not have the ability to make payments.

Another aspect for consideration is to create stronger encouragement for companies to
hire returning disabled veterans and veterans of the recent overseas conflicts. To
encourage companies to hire these returning veterans, there should be an incentive
program in the form of a targeted job tax break for hiring low income returning veterans.
While there are some programs in place, very few employers take advantage due to the
fact that the bureaucratic paperwork and tracking costs far exceed any gain to be realized
by hiring a veteran! The current laws need to be changed such that an employer has a
TRUE incentive to hire veterans, especially disabled veterans.

It should be noted that studies seem to indicate that disabled veterans are less likely to
start a company. Much of this comes from the fact that banks are reluctant to give
disabled people a loan on the same basis as a non-disabled person. The banking system
considers a disabled person to be a higher risk. This system needs to be changed. Laws
can be passed to mitigate the risk for banks and thus encourage more veterans to start
companies, especially disabled veterans.

Thus, the suggestions I would make for the Committee to consider would include:

Eliminate the Rule of Two

e Permit federal contracting officers to sole source business to SDVOBs and SVOBs in
the same manner the contracting officers can make awards to SBA 8(a) firm
Implement mandatory hiring levels of veterans in all federal agencies.

Stronger tax incentives to hire returning veterans, especially disabled veterans
Strengthen the Veterans Federal Procurement Program for VOBs by increasing
contract awards, resources, and support without including them in the 8a program.

+ Alleviate barriers to discrimination and expansion of veteran owned businesses by
providing better oversight and frequent monitoring of the implementation of EO 13~
360.

* Small business subcontracting plans submitted by large prime contractors should be
monitored closely to ensure they are including veteran owned businesses in the
process.

* Provide a Price Evaluation Preference of 10% for veteran owned businesses in
acquisitions conducted using full and open competition.

s Close loop holes in the GSA schedule wherein large businesses are allowed to take
away business intended for small businesses, especially veteran owned businesses.

» Restore veteran hiring preference and effect an enforcement mechanism so all federal
agencies will provide veterans preference.

The veterans who have served our country so well deserve this treatment.
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New Guard and Reserve Call Up Policy - “No Big Deal”?

The rest of my testimony addresses a new policy that is negatively affecting the citizen
soldier system in the United States. This policy will have a disproportionate negative
effect on SVOBs due to the new frequency and number of times that Guard and Reserve
personnel can be recalled.

In today’s workplace, many Guard and Reserve members have been serving two masters
— their military organization and their civilian employer. This system has worked for
nearly a century, mainly because of the support of patriotic civilian employers. But that
support is rapidly going away.

During a press conference on January 11, Secretary of Defense Robert Gates and General
Peter Pace, Chairman of the Joint Chiefs of Staff announced that the policy on the use of
the Guard and Reserve was changing. The Pentagon's policy on the Guard and Reserve
was that members' cumulative time on active duty for the Iraq or Afghan wars could not
exceed 24 months. That cumulative limit is now lifted; the remaining limit is on the
length of any single mobilization, which may not exceed 24 consecutive months. What
this means is a National Guard or Reserve member could be mobilized for a 24-month
tour in Iraq or Afghanistan, be demobilized and allowed to return to a civilian working
life, only to be mobilized a second time for as much as an additional 24 months for a total
of 48 months in any 60 month period.

The Associated Press release of the Pentagon press conference was titled Pentagon
Abandons Active-Duty Time Limit. The Associated Press quotes Dr. David Chu, the
Under Secretary of Defense for Personnel and Readiness, as saying: The fact that some
with previous Iraq experience will end up spending more than 24 months on active duty
is no “big deal.”

With all due respect to Dr. Chu, it is a big deal. And one that employers will not support.

This new policy will have long term negative consequences for members of the Guard
and Reserve, the Department of Defense and employer support for the Guard and Reserve
which is needed to make the system work.

History

The Guard and Reserve system as it is used in the United States has been very effective
for nearly a century. It has worked in large part due to the outstanding support by the
employers of corporate America and municipal and state governments. But that support
has been strained as a result of the many call-ups of the Guard and Reserve over recent
years in support of overseas operations. Employers are uncomfortable since long periods
of employee absences are not what they had anticipated or had been accustomed to in the
past. Employers have endured watching their Guard and Reserve employee’s call-up
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times move from 30 days, to 90 days, to six months and then to one year. Now employers
face losing their employees for two years at a time.

The employer’s playing field over the last several years has changed with regard to the
Department of Defense use of employers Guard and Reserve employees. The employers
feel disenfranchised since as employers they had no input on the new use of their Guard
and Reserve employees, and they have no practical ability to replace the absent employee
who is called up for long periods of time, especially in the existing tight labor market.
This is especially burdensome to small and medium size employers. This naturally will
affect SDVOBs and SVOBs.

Please keep in mind that over 60% of the participants in the Guard and Reserve come
from rural areas. When they are called to active duty and leave their job, it is hard for
employers to find replacements, especially if it is a critical position or a
management/executive position.

Historically, the Guard and Reserve had been activated only twice from inception until
1991. There was a full call-up during World War II and a partial call-up during the
Korean War. The 30,000 plus Guard and Reserve personnel who served during the
Vietnam War for the most part were volunteers who asked to be sent to the war zone.
There were selected call-ups, but few were actually sent to Vietnam. The limited combat
activities between the Vietnam War and the Gulf War were for the most part fought with
active duty troops.

However, since the 1990-1991 Gulf War there have been multiple full call-ups of the
Guard and Reserve. This has put a tremendous strain on the Guard and Reserve system
and the relations of those military participants with their employers.

In addition to call-ups to support overseas actions, there has been an increase in the
traditional uses of the Guard here at home for emergencies. Examples include Hurricane
Katrina, Hurricane Rita, border operations against illegal immigrants and removing snow
from avalanches in the western states. Many western states regularly count on their
National Guard units to help fight fires each summer. The ability by states to use their
National Guard units in their traditional roles has been disrupted with the many call-ups
for Afghanistan and Iraq. And the equipment that historically had been used to fight the
fires is no longer available as the equipment has been used for combat in Afghanistan and
Irag. Combat use has destroyed much of the Guard’s equipment.

This higher pace of activity has put a tremendous strain on the Guard and Reserve citizen
soldier system and the relations of those military participants with their civilian
employers. This has placed a significant number of Guard and Reserve members in the
tenuous position of trying to serve two masters at the same time.
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Unintended consequences

The result of all these call-ups has had some unintended consequences which are not
favorable, either for employees or companies. Business & Legal Reports
(www.Compensation.BLR.com) conducted its annual Survey of Employee Benefits in
late 2004 and found that the percentage of employers paying full salaries to their National
Guard or Reserve employees on active duty had plummeted in just two years. In 2003,
33% of employers paid exempt employees their full salary while on military leave; this
had apparently dropped to 15% in 2005. Meanwhile, the number of employers who paid
nothing to their active duty employees had increased from 31% in 2003 to 50% in 2005.
Many companies were still willing to make up the difference between what employees
earn during military service and their normal wages, 36% in 2003, declining slightly to an
estimated 34% in 2005.

The results of BLR’s 2007 Survey of Employee Benefits show that the number of
employers maintaining full pay for employees serving the Guard or Reserve had
increased since 2005, but still had not returned to the percent of employers offering paid
leave reported in 2003, In 2007, 21% of respondents to the survey reported that they
would pay employees on military leave full pay during such leave. Similarly, the number
of employers that paid the difference between military pay and an exempt employee’s
salary rose from 34% in 2005 to 43% in 2007. The number of employers that do not pay
exempt employees on military leave decreased fro 50% in 2005 to 36% in 2007. The
results of the 2007 BLR Survey of Employee Benefits is heartening and shows that some
employers are providing full or differential pay out of patriotic duty. But there is a limit
to what employers will tolerate and the poll was taken before the announcement about the
new policy.

Recent polls

More recent evidence that there is a trend in declining support by employers for
employees who participate in the Guard and Reserve comes from Workforce
Management (www.workforce.com). The readership of Workforce Management is
primarily corporate executives and members of the Human Resource profession.

Workforce Management ran two polls of its readers this month regarding the hardships
that are being imposed on employers who want to support their Guard and Reserve
participating employees. The first question which was posted the week of January 8
asked:

Does your company have employees deployed in Iraq, and is this a hardship for
your business?

The answers from 335 executive and human resource managers are disturbing.
Yes - 67%
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No~31%
I don't know ~ 2%

Following the results of the January 8 poll and in light of the new Department of Defense
policy regarding the Guard and Reserve announced on January 11, the second poll which
ran the week of January 15 asked:

If you, as an employer, knew that a military reservist or National Guard member
could be called up and taken away from their job for an indeterminate amount of
time, would you still hire a citizen solider? (All answers are confidential)

The results to this question from 389 respondents are even more disturbing.
Yes —29%

No - 54%

I don't know — 17%

1 suspect that many of the “don’t knows” in the second survey had a patriotic twinge or
were concerned about being identified in some way, and chose “don’t know” instead of
“no”. But the fact that there is even one employer who would say no is disturbing.

These two recent polls definitely in